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PKEFACE 


In designing this volume, the author’s purpose has been to 
provide the student with a manual containing, in the 
smallest possible compass, an outline of the principles and 
practice of commerce in all its most important branches. 
His special thanks are due to Sir Richard Gregory for 
valuable suggestions in the production of the book, and to 
many business friends who have been kind enough to supply 
documents and expert advice in dealing with various 
sections. 

The book is not intended to be an imaginative picture 
of the romance of commerce. It is necessarily concerned 
largely with hard facts and legal details. To the author the 
facts here set forth are, however, not without human 
interest, for many of them have been gleaned from his own 
commercial experience or collected during several years of 
original research and inquiry among business men, and all 
have been discussed and learnt by his students. Commer- 
cial students do not attend classes to hear the poetry of 
commerce, if such there be, but to gain precise knowledge ; 
and they can receive stimulus from it according as the 
subject is connected with their daily life: 

The book amply covers the intermediate and advanced 
syllabuses in Theory and Practice of Cor^merce of all thg 
leading examining bodies, a list of which is given on p. viii. 
It also covers the whole of the Commercial Correspondence and 
Business Knowledge and the Business Methods syllitbuses, 
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with the exception of the most elementary notion 
of home trade, office procedure, letter waiting, etc., whic 
are dealt with in another volume,^ntitled Principles an 
Practice of Business. Candidates for Degrees in Commerc 
and Economics should also find the volume a useful startin 
point in preparation for the more detailed study whic 
they are required to undertake. 

While endeavouring to make the book as comprehensiv 
as possible, care has been taken to eliminate unnecessar 
details. The word “ unnecessary is here used advisedly 
for the scope of the subject is so wide that no part coyld b 
sufficiently to satisfy the inquiring mind, or t 
be of any use to those actually engaged in business life 
without mention of many relevant facts. Generalization 
which are not based on definite fact usually create in th 
student s mind a vague idea having no lasting value, an 
the enunciation of principles cannot be regarded as usefi 
without the support of examples. For tMs reason severt 
minor points are included in the descriptions of certai 
produce exchanges, although it is not suggested that th 
student should learn every detail by heart. Their inclusio 
will help him to form a more definite idea of the methods an 
customs attaching to each trade, and to compare them wit 
those obtaining in other branches. 


G. MAIRET. 
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CHAPTER 1. 

THE MEANING OF COMMERCE. 
CONSTITUTION OF BUSINESS UNITS. 

Production. — In the language of Economics, ‘‘ production ” 
means the creation of utility and value. Chemistry teaches 
us that man cannot create matter ; but man may give it 
utUity by transforming the elements of which it is composed, 
or by transporting it from one place to another, and 
most things which have utility to the owner also have value 
in exchange for other things of which he may stand in need. 
Direct production consists of giving utility to things, or 
even persons : the utility of commodities is created or in- 
creased either by transformatim, or by translocation; direct 
service to persons is rendered in education, medical or legal 
advice, recreation, et(\ Indirect production results from 
the exchange of commodities or services, by inducing the 
receiver to render f alue for value. 

Industry and Commerce. — ^The word “ Industry ” is used 
by economists to include all those activities through which 
goods and services are obtained ; and the countless occupa- 
tions into which the industry of the world is divided are 
classified by them as follows : ^ ^ 

(a) Extractive Industries, comprising those industries wliich 
have for their object the extraction of nati^al wealth 
from the ear^h, such as agriculture, fishing, foresti% mining^ 
quarrying, etc, . •• 

* M.T. * A 
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(6) Constructive and Manufacturing Industries, such as 
building, road -making, weaving, engineerijlg,^tc. 

(c) Commercial Occupations, or thos<^ which result in the 
translocation or distribution of coininodities — including money 
— from the sources of supply to the persons who want them, 
and at the required time and place. (Commercial occupations 
are summarized in the title of this book • Tradk, Transport 
AND Finance.” 

(d) Direct Services, e,g. the work of lawyers, physicians, 
preachers, entertainers, teachers, politicians, civil servants, 
and those engaged in the army, navy, a r, and police forces 

What has been said above is the language of tc^aehers 
of political economy, hut not that of the average business 
man. The word ‘‘ Industry ” is usually em])loyed to 
denote manufacture, or the exploitation of natural wealth ; 
and “ Commerce ” includes any business which helps in the 
work of distribution. Moreover, labour is classified for 
purposes of factory or works organization as Productive 
if the worker is engaged in directly handling and transform- 
ing the product, and Unproductive if he is employed on th(' 
administrative or commercial side of the undertaking. In 
common parlance Industry is synonymous with Production, 
and Commerce implies distribution. Administration has 
been discussed elsewhere ^ 

Divisions of C^ommerce 

! % 

I “ I ■ ■ “ i 

Trade 'J’ransport Finance 

Home I Warkhousino 

1 Foreign 

I J I I 

Wholesale Rt^tail | Banking In\(‘stment Insuraneo 

I i 

c Import Export 

c 

' See Principles and Practice of Business, p. 05. 
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The Entrepreneur. — Economists use the word entrejpreneur 
to denote the p^sdk whose initiative creates or directs any 
undertaking, whethe,f it be great or small, industrial, 
agricultural, commercial, artistic, scientific, educational, 
or what not. In English the same idea could be better 
expressed in the words “ undertaker ” or employer,” for 
it is the entrepreneur who undertakes the resi^onsibility of 
the enterprise, directs it, and employs labour to realize 
its objects. 

The entrepreneur is said to unite the three agents of 
production, viz. cajiital, labour and land (or nature) Of 
those the first essential is capital, for without it the under- 
taker can neither pay his workmen or assistants, nor acquire 
the tenitory or y)remises or material to commence his 
undertaking. 

Forms of Business Unit. — CV)mmercial and industrial 
enterprise is carried on with a view to profit under three 
mam tyqjes of ihanagemeiit or ownership, viz. . 

1. Sole Traderships, or Ouc‘-Hian eorK erns ; 

2. Pai tiiei ships 

Ordntari/ or Ltmded ; 

3. Joint-Stock Companies • 

Uni milted or Limited, 

Public or Pnvatc. 

In addition to these may be mentioned Government and 
Municipal undertaking'^. Co-operative Societies,^ Mutual 
Insurance Offices aiad Friendly Societies (p. 220), which are 
the property of the State, the municipalities, or the people 
who patronize them, as the case may be. 

In the majority of cases the business undertaker’s motive 
for entering into partnership, or floating a company is (a) to 
raise working capital. But many partnerships and private 
companies are formed (6) to combine fechnical skill wfth 
business ability, (r) to inerease connections and combine 
interests, and (f?) to relieve the proprietor or paftner^ pf an 
' See Principles and Practice of Business, chap. 
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existing business, the development of which involves 
increasing responsibilities. In many rfaninfacturing busi- 
nesses one partner is found to manage ^le works department, 
while the other takes charge of the commercial side. 

It sometmies happens that an employee is engaged in 
consideration of the capital or business connections ho brings 
to the firm, who allow' him interest or commission, €us the case 
may be, in adchtion to salary. Such an arrangement is 
unsatisfactory to the emjiloyer in that it reduces his authority 
to demand obedience. The employee, if he is really w'orth his 
salary, ought to be able to use his capital or connections to 
better advantage in a business of his owm, or as a junior partner. 

A Partnership is defined in the Partnership Act, 1890, as 
“ the relation which subsists between persons carrying on 
a business in common with a vuwv to profit.*’ The joint 
proprietors are known as the partners, and persons who have 
entered into partnership with one another are called 
collectively a firm. • 

Every partner is jointly liable with his co-partners for the 
tnhole of the finn’s obligations An unpaid creditor may 
therefore proceed against the firm or against any of the 
partners individually. Judgment having been entered 
against the firm, execution may be issued against the 
pro}>erty of the partners , but if a creditor obtains judgment 
against one or some of the jiartners he has no further right 
of iirocedure or execution against the o^ers. 

A w rit of execution cannot be issued against any partner- 
ship property except on a judgment against the firm. 

In Scotland, partners are jointly and seyerally liable. 

A person who is admitted as a partru^r doe.s not thereby 
become liable to the creditors of the firm for anything done 
bdTorf‘ he became rf jiartner ; but a jiartner who retires does 
not thereby cease to be habk^ for partnt*i*ship debts or obliga- 
tions incuiyed before liis retirement. With the consent of 
the fl!rfh’» ci*editors the other partners may, liov'ever, release 
him. 
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To avoid liabijity for debts contracted after he has ceased 
to be a partmr,^a retiring partner must give express 
notice to all persons >^ho have had dealings with the firm. 
An announcement m the London Gazelle is sufficient 
notice to persons who have not yet had dealings with the 
firm. (For Scotcffi and Irish firms the Edinburgh Gazelle 
or the Dublin Gazette are used respectively.) 

Each member of a partnership is an agent of and for his 
co-partners, having authority to bind them to any contracts 
he may make in the ordinary scope of the firm’s business. 
A partner’s authority may be restricted by agreement with 
the others, but if such a partner exceeds his authority the 
firm cannot esf‘ape resj)onsibility towards any person not 
having received notice of the agreement. 

Any person who lends his name to a firm or “ knowingly 
suffers himself to be represented as a partner ” may be 
held liable, as if he were a partner, for debts contracted 
towards parties wffio havii been misled thereby. Such a 
person IS known as a Nominal or ostensible partner 

Ordinary or active partners are those who put their labour 
or money into the concern and appear to the xiublic as 
partners. A sleepm^Tj dormant or silent partner is one who 
takes no active part m the conduct of the business (though 
IK*, may invest his money in it, and use his influence behind 
the scenes), and does not allow his name to appi^ar to the 
world as a partner. 

In an Ordinary Partnership both active and sleeping partners 
arc liable to the fifll extent of the firm’s debts. 

The mutual rights and duties of the partners within the 
firm are regulated by the terms of the partnership agreement, 
w'hich should be contained in a written Deed or Articles of 
Partnership. In many cases, how^ever, the agreement is 
merely verbal, and so indefinite that what has been agreed 
can only bo inferred from the conduct of the parties. 

A properly drawn-up deed will leave little roo^n for doubt 
as to the initended relationship of the partners. *Ite«tcriiij 
must depend largely upon the partners’ motive fcft»joining 
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together, but a proper agreement may be expected to con- 
tain clauses referring to . 

1. Names of the partners ami iiatiifo of tho business. 

2. Finn name and addi*ess. 

3. C^apital and intor(3st allowed thereon to each partmH*. 

4. Conduct and diities of tho partners. 

5. Partners’ authority to commit tlie firm to contracts, 

and consequences of excet'dmg such authoiity. 

6. Keeping of pioper accounts and partners’ access 

thereto. 

7. Dnision of profits. 

8. Partnei*s’ salaries (if an> ), drawings, and interest on 

drawings and advances. 

9 Duiation and dissolution ot ]>artneishij). 

10. Return of capital and ajipoi tionment of surplus assets. 

11. Settlement (usually by instalments) with executors 

of det^easeil partner. 

12. Arbitration. 

Unless otherwise agreed, any question arising in the ordinary 
course of the partnershi]) business is decided by a majority 
of the partners, but a new [lartner cannot b/) admitted, or 
any change made in the nature or constitution of the 
business, without the consent of all the partners. 

In the absence of any agreement, or wiiere disagreement 
arises in the interpretation (»f the agreement, disputes are 
settled, whether by arbitration or process of the (^^lurt, in 
compliance with the Partnership Act, 1890,^ and the legal 
decisions w hich have been given thereunder. 

Subject to any agreement between the partners, a 
partnership is dissolved — 

(1) If entered into lor a fixed tiMiii, by tho expiration of 

that term ; 

(2) If entered into for a »5ingle a<lvcnture or undeitaking, 

by the termination of that advent uio or undertaking; 

(3) If entered into for an undefined time (?.e. if it is a 

partnership at will ”), by any partner having given 
* notice to tlif- other or otlu'is of his intention to dissolve 

the partnership. 

' AntJ^ the^ rules of equity and of common applicable to 
fjartnershtp except so far as they an* inconsistSnt with the 
Partneitiliip Act. 
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(4) By the death or bankruptcy of any partner. 

(5) At the option of the other partners, if any partner 

suffers nis share of the partnership property to be 
charged (seep. 9) for his separate debt. 

A partnership is in every case dissolved 

(6) By th(3 happening of any event which' makes it 

unlawful {e,g, outbreak of war with a country of which 
one of the partners is a subject). 

On ajiplication by a partner the Court may decree a dis- 
solution of the partnership on the grounds of 

(7) liunaey ; 

(8/ Permanent meapaeity ; 

(9) (-ondiiet prejudicial to the carrying on of the biiMiiess ; 

(10) Whlful oi jiorsistent breach of the jiartncrship agree- 

ment ; or 

(11) Wten th(' business can oiib be carried on at a loss ; or 

(12) Wdifcu other circumstances have arisen which, in the 
opinvon of the Court, render it just and equitable that 
the paitnei*ship be dissolved. 

In settling, accounts between the partners after a dis- 
solution, (a) Losses, including losses and deficiencies of 
eafiital, are ])aid first out of profits, next out of capital, 
and lastly, if necessary, by the partners individually in the 
jiroportion in which they were entitled to share profits. 
(/>) I'he assets of the firm including the sums, if any, con- 
tributed by th(' paitners to make up losses or deficiencies 
of ea[)ital, an* ajiphed in the following maimer and order * 

1. In pa^vmg the debts and liabilities of the firm to persons 

who arc not partners therein ; 

2. In iia> mg V:> each partner rateable what is due from the 

firm to him for ad\auces as distinguished from 
eajital ; 

2. In paving to each partner rateably what is due from 
the iirm to him in respect of capital ; 

4. The ultimate resulue, if any, is divided among the 
partners in the proportion m winch profits are 
duisiblo. 

Limited Partnerships. — The Limited Partnership “Act 
of 1907 made it possible, by an adaptation of company law 
to partneli^hips, for a sleeping partner to ha^e a^^ancial 
interest in a firm without incurring an ordinary, partner's 
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liability towards the firm’s creditors. Limited partnerships 
are governed by the general law of paiYnewship as modified 
by the Limited Partnerships Act. ^ 

A limited partnership must consist of one or more greneral 
partners, who are liable to the full extent of the firm’s debts, 
and one or more so-called limited partners, who at the time 
of entering into the partnership must contribute thereto a 
stated amount in money or property, and are not liable for 
the firm’s debts or obligations beyond the amount so 
contributed. 

Every limited partnership must be registered, or in 
default it is deemed to be a general partnership, and every 
limited jiartner is deemed to be a general partner 

Registration is elteeted .sending post or JeJnering to 
tlio Registrar of Joint Stock Coinpariie.s ^ a »Statoinent con- 
taining among other particulars a description of evei\> limited 
partner and the .sum contributed by lum. 

Any change m the partnershij) mu.st be notuied within seven 
days by filing anotlier statement. 

No arrangement imder which a general partner liocomes a 
limited partner, or a limited partner a.ssigns his share, is of 
an> effect until notice of the cliange i.s pub/ished m the Gazette,^ 
Any person may inspect the statements filed in the Registtn' 
Offices on payment of a fee not exceeding \s. for each inspection, 
or may receive' a certificate of registration or certified copy or 
extract, for which maximum fees are fixed by statute. 

A limited partner must not take ])art in«the management, 
and has no power to bind the firm, but he may, by himself 
or his agent, at any time inspect the books of the firm and 
examine into the state and prospects of the business, and 
may advise with the partners thereon. If, however, a 
limited partner takes part in the management, he becomes 
liable as though he AVere a general partner. 

‘ At the Register Office in London, Dublin or Jldinburgh, as 
the case may be. c 

The I^pndon Gazette, Dublin Gazette, or Edinburgh GazeUe, 
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General partners thus have practically a free hand to 
conduct the buBin%ss as they like without the interference 
of limited partners, provided they keep within the terms of 
the deed of partnersThip. Subject to any agreement, any 
difference arising as to ordinary matters connected with 
the partnership may be decided by a majority of the general 
partners ; a limited partner may, with the consent of the 
general partners, assign his share, and upon such assign- 
ment the assignee becomes a limited partner with all the 
lights of the assignor , or a limited partner may suffer his 
share to be charged for his separate debt without entitling 
the other partners to dissolve the jiartnership ; whereas 
an assignment of a share in an ordinary partnership only 
entitles the assigiUHi to receivti the sharf‘ of profits (or assets 
in case of a dissolution) to which the assigning partner 
would otherwise be entitled, without the right to interfere 
in the business or inspect the books. A new partner may 
be introduced Avithout the consent of the existing limited 
partners, and a limited x>artner is not entitled to dissolve 
the partnershii) by notice Moreover, a xiartnershix) is not 
dissolved by death or bankruptcy of a limited partner, and 
the lunacy of a limited partner is not a ground lor dissolution 
by the court unless the lunatic’s share cannot otherwise be 
ascertained 

In the event of the dissolution of a limited partnershij) 
its affairs are Mound uj) by the general partners, unless the 
court otherwise orders Applieation to the court to wind 
up a limited xiartuership is made by jictition under the 
(.’ompanies Acts, and the provisions of those Acts relating 
to the ivindmg up of companies by the court apply to the 
winding up by the^ourt of limited xiartnershixis, as modified 
hy the Limited Partnership (Wmding-up) Rules of 1909. 

Although there are many limited partnershixis ^ on the 
(bntinent, comparatively few firms in this country have 
taken advantage of the Limited Partnership Act, because 
the formation of a private comjiany (se^ p. 17) entails Ijjut 
little more formality, and offers greater advantages. All 
the members ^njoy the privilege of limited liability, and 

^ Fr. Socifti en commandite simple, Ger. Korifnianditen^ 
(jesellechaft, * • 
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the shares, whether the holder takes an active part in the 
management or not, may be transferre(/ without interfering 
with the financial arrangements of the business. On the 
other hand, the unlimited liability of the general partners 
in a limited partnership affords additional security to 
creditors. 

Registration of Business Names Act, 1916. — This Act 
was passed during the war of 1914-18 in order to prevent 
undesirable aliens carrying on business in this country from 
concealing their identity by trading under an assumed name. 

Every individual or firm having a place of business in 
the United Kingdom under a business name which does not 
consist of the true names of the proprietors must bo regis- 
tered within fourteen days of commencing business. A 
Statement is sent to the Regrlstrar of BusineBs Names in 
London, Edinburgh or Dublin, as the case may be, and the 
Certificate of Registration received from him must be hung 
up in a conspicuous place in the office. Moreover, every 
individual and firm required by this Act to be registered 
must, in all trade catalogues, tra^e circulars, show cards and 
business letters, have mentioned the true names, nationality, 
and nationality of origin, if not British, of every person who 
is a proprietor in the business. 

A statement must also be filed (a) by any individual, 
firm or corporation (see p. ll) carrying on business as 
nominee or trustee for other concerns, or as general agent 
for foreign firms ; (6) whenever a change is made in any 
particulars registered in respect of any firm or person ; and 
(c) whenever the Board of Trade may reJ^uire it. 

The registration of business names is additional to any 
other requirements regarding registration under the Limited 
Partnership Act or the Companies Acts. 

Foreign Interests in Companies. — Special requirements 
regarding foreign i/iterests in incorporated companies are 
contained in the Companies (Foreign Interests) Act, 1917, 

and the Companies (Particulars as to Directors) Act, 1917. 

o ^ 

^ Companies. — A partnership, whether generai or limited, 

may net consist of more than twenty persons, or if it is ^ 
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in banking the number is limited to ten. If more 
persons combing tcrcarry on business, they must by law be 
registered as a Compacir. 

A company is an incorporated association of individuals 
who “ contribute money or money’s worth to a common 
stock and employ it in some trade or business, each contri- 
butor sharing the profit or loss arising therefrom.” The 
total value contributed is called the capital of the company, 
and is divided into shares. Each contributor is a member 
of the company, or, as he is commonly called, a shareholder. 

Example. — Supi3ose a company is formed to take over 
an already existing business, or to acquire patent rights with a 
view to manufacture, the vendor or patentee (as the case may 
be) to be paid partly in cash and partly in shares, thus becoming 
a member of the company. His contribution is not money, 
but money’s worth,” consisting of the assets of the business, 
including goodwill, or the right to use his patent. That part 
of the purchase price which he receives in cash comes out of 
the common stock provided by the other shareholders. 

The shareholders of a company are given privileges which 
are not enjoyed by the partners of an unincorporated firm, 
in respect to their liability, and the permanency and 
transferability of their shares in the undertaking. 

The members of a partnership are jointly liable, and the 
extent of a general partner’s liability is the full extent of 
the firm’s debts : but the shareholders in a company are 
not personally liabh for the company’s obligations. A 
company is a corporate body — a legal personality — capable 
of proceeding or being sued in its own name. A company 
is never said to be bankrupt ; but if it cannot pay its debts 
application may be made to the Court to have it wound up 
and liquidated. Then, if the assets are insuflicient to pay 
creditors and the cost of liquidation, j}he liqnidator makes 
calls upon the shareholders to contribute rateably according 
to the value o^the shares they hold. ^ 

^ shareholder’s liability terminates altogether* cftie yefly; 
after he has ceased to be a member. •• 
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The liquidator enters the names of all arsons liable to con- 
tribution on two Lists called A and B> thi Hast containing the 
names of present shareholders, and the second those of all 
persons who were holders within a year of the first day of the 
winding-up. The latter are only liable in the event of the 
call on List A contributors being insufficient to meet all 
liabilities in full. 

Shareholders have no authority, as such, to bind the 
company to any contract with third persons, nor have they 
any power to take part in the management of the business. 
All administrative power is vested in a Board of Directors, 
who are elected by the shareholders, and must obtain 
qualification by taking at least one share in the company. 

The rights and privileges of the shareholders are defined in 
the companies acts and in the Articles of Association (p. 15). 
They are entitled to attend and vote at the meetings of 
shareholders w'hich are held from time to time, and before 
each Ordinary General Meeting, which must be held at 
least once a year, they receive a Report and Balance Sheet. 
The holders of not less than one-tenth of the issued share 
capital of the company, upon which calls or other sums 
then due have been paid, may^ requisition ^ the convening 
of an extraordinary general meeting. 

A shareholder cannot obtain a return of his money 
during the existence of the company, and if the shares are 
not fully paid-up he remains liable foi^ any calls, as ex- 
plained above. Shares may, however, be transferred, 
though their transference may be restricted by the terms 
of the Articles of Association. 

A company may l>e wound up (a) voluntarily by resolu- 
tion in general meeting,^ in which case a liquidator is 
appointed (also in general meeting) to distribute the assets 
of the company. Companies may also be wound up (6) by 

the court, or (c) subject to the supervision of the court. 

a • 

‘ ^66 of the Compames (Consolidation) A0t, 1908. 

* $ 4S2 of the Companies (Consolidation) Act, 1908. 
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Winding up by the court implies a compulsory liquidation, 
where the court tak|^ over the whole business of winding up, 
and appoints a liquidator. Such a state of affairs may be 
brought about by insolvency, or neglect of the company to 
pay its debts, or to make any compromise with its creditors. 
Winding up subject to the supervision of the court arises 
out of a voluntary liquidation, but is not often resorted to. 

Formerly, the privilege of incorporation was granted only 
to people who had sufficient influence to obtain a Royal 
Obarter or the passing of a special Act of Parliament. The 
East India Company, the New River Company, the Hud- 
son’s Bay Company and the Bank of England were among 
the most famous of those incorporated in the seventeenth 
century, and the South Sea Company, formed in 1711, 
enjoyed among other privileges the special protection of its 
interests by the British fleet. The Royal Mail Steam 
Packet Co., incorporated by Royal Charter in 1839, has an 
authorized capital of £25,000,000. 

In 1M4 a statute was made by which incorporation 
without the special authority of parliament or charter first 
became poselible. But special powers were still, and are to 
this day, necessary to the incorporation of undertakings 
of a public nature, such as railway, canal, dock, gas, electric 
light and water companies, fur reasons stated on p. 172. 
Their rights and obligations are defined in their own special 
statutes, and in the Companies (Clauses) Act, IMS. 

The law regarding companies not formed by statute or 
charter, after having been modified and built up in many 
statutes passed since 1844, was eventually codified in the 
Companies (Consolidation) Act, 1908, to which three more 
companies acts have since been added, the whole being now 
known as the Ck)mpani€5S Acts, 1908 to 1917. 

Limited Liability was first recognized by a statute pai^l^ 
in 1856. 

A Limited lifhbility Company is one in which flie q;uembers 
are liable only to the extent of the unpaid portion any) df 
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the shares they hold, or the amount they guarantee to contri- 
bute. If the shares are ftiuy iMdd-up tl^ lg)lder cannot be 
called upon to pay any more ; but if having been allotted 
(say) 100 £5 shares, a member has paid oiJy £2 10^. per 
share, he is still liable to the extent of £250. 

Incorporation. — Any seven or more persons may, by 
subscribing their names to a Memorandum of Association 
and ottierwise complying with the requirements in respect 
of registration, form an incorporated company, with or 
without limited liability (that is to say) either — 

(i) a company limited by shares ; or 

(ii) a company limited by guarantee ; or 

(iii) an unlimited company. 

Unlimited compauie.s are not eoiiiinon, and many which were 
originally formed a^ such have since been re -incorporated with 
limited liability. 

Companies limited by guarantee are not formed for purposes 
of profit, because they are not allowed to dLstrihute a dividend. 
Mutual insurance societies, trade associations, political and 
sports clubs, etc., are commonly registeriHl m this category. 

The Memorandum of Association, in the case of a company 
limited by shares, must state — 

(i) the name of the company, with “ LimiteHl ” as the 
last word in its name ; 

(li) the situation of its registered office ; 

(ill) its objects ; 

(iv) that the liability of the membCm is limited ; and 

(v) the amount of share capital with which the company 

proposes to be registered, and ftio division thereof 
into shares of a fixed amount. 

No subscriber of the memorandum may take Jess than one 
share, and each must write opjxisite to his name the number 
of shares he takes. 

The memorandum constitutes the “ charter of the 
coiflpany, defiimg ^ it does its name and constitution, its 
objects, and the amount of capital it will be authorized to 
raise. ^.Jbe Sompany has no power to act lieyto^the powers 
(fintain^^n the memorandum. 
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Before filing the memorandum the promoters or solicitors 
of the proposed ^oi^pany should write to the regwtrar to 
ascertain that the name under which they desire it to be 
» registered is available, ^ as two existing companies must not 
be registered with the same name, and objection is raised to 
certain names if they are misleading or otherwise undesirable. 
The “ objects clause is made as comprehensive as possible, 
as it cannot readily be altered. The Act of 1908 allows this 
clause to be altered in certain respects, subject to the passing 
of a special resolution and the sanction of the court. 

The Articles of Association are the rules governing the 
internal affairs of the company, and define inter alia the 
powers and duties of directors} the procedure to be followed 
in calling and voting at meetings, the issue, payment, 
transfer, forfeiture and conversion of shares, etc. A 
company limited by shares is not compelled to file articles 
of association (unless it is a private company), and where 
no articles are registered the schedule known as Table A 
appended to the Act of 1908 becomes the articles of the 
company. 

A is intended to serve as a model on which the articles 
of a company may be framed, with such modifications as may 
be desirable to suit special requu’ements. Sections 95 to 108 
provide inter alia that no dividend shall exceed the amount 
recommended by the directors, nor be paid otherwise than out 
of profits, that the directors shall cause true accounts to be 
kept, and that a copy of the balance sheet shall be sent, seven 
days previous to tlfe meeting, to persons entitled to receive 
notices of general meetings, together with a report of the 
directors as to the state of the company’s affairs, the amount 
which they recommend to be paid by way of dividend and 
the amount, if any, which they propose to carry to a reserve 
fund. 

In addition to the Memorandum antt Articles, variems 
other forms — ^including a statement of the Nominal Capital — 
have to be^fited with the registrar. The Stttenjpnt of 
^Nominal Capital must be impressed with an ad ^v^ren^ 
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duty of five shillings per £100. The registration fees are 
prescribed in Table B of the Act. i • 

If the r^strar finds that the documents are in order he ^ 
will grant a Cextlfioate of Incorporation, which is usually 
framed and hung in a conspicuous position at the registered 
office of the company. A private company may now 
commence business ; but other companies must first file 
a declaration that shares payable in cash have been allotted 
to an amount not less than the ‘‘ minimum subscription ’’ 
named in the Prospectus, and that every director has paid 
the proper amount due in cash on each of his shares. 

The registrar will then issue a Certificate entitling the Company 
to commence tmeinese. 

Prospectus. — Most large companies are financed by means 
of an invitation to the public to take shares, and for this 
purpose the promoters issue a Prospectus stating the terms 
of issue, and general information concerning the business 
which it is intended to undertake, or purchase, or extend, 
as the case may be. In drawing up the prospectus the 
specific requirements of the Act must be carefully observed, 
as non-compliance with some of them exposes those 
responsible to he>avy penalties. Among other particulars 
the prospectus states the mintomm enbccription on which 
the directors will proceed to allot shares. The prospectus 
is usually published in abridged form in the daily papers, 
together with a form of application which applicants for 
shares are requested to fill in and send with their cheques 
to the company’s bankers, or to the office of the company 
or its brokers. 

A prospectiLS is not always nect^ssary. The capital of small 
companies is subscribed in many eases by the p€u*tner8 or 
associates of the business from which the company has emerged. 
There are other companies — known as one-man companies — 
which are ^Imost entirely controlled by one man, who has 
suppked ^^practically all the capital, and admitted a few 
Relatives, friends or employees, for the sole purpose of 
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making up the minimum number of members required for 
incorporation. ^ ^ 

On or before the date of its publication every prospectus 
must be filed for registration. A company which does not 
issue a prospectus must not allot any of its shares or 
debentures unless before the first allotment a statement in 
Uen of Prospectus in the form required by the Act has been 
filed with tjie registrar. This obligation does not apply, 
however, to a private company. 

Share and Loan Capital. — ^The capital subscribed by the 
members of a company is divided into Shares of fixed 
amount, and until the statutory declaration referred to on 
p. 16 and the prospectus or statement in lieu — where 
necessary — have been filed, the company must not exercise 
any borrowing powers. The public may be invited, 
however, in the same or another prospectus, to subscribe 
for shares and what are known as Debentures, which are 
loans of fixed amount, for which the lender receives a Bond 
or Certificate stating the amount and the terms on which 
the loan is received by the company. 

The difference between shares and debentures or bonds 
is that the* shareholders are the company, whereas the 
debenture holders are creditors of the company. If the 
company makes a profit, each shareholder is entitled to 
receive his portion thereof, called a Dividend, as agreed in 
the terms of issued and the articles of association. If the 
company finds it necessary to raise additional money by 
borrowing, and issues debentures, the bond holders must 
receive interest on their money, whether the company makes 
any profit or not. The meaning of “ preference shares ” 
and other categories of share and loan capital is explained 
on p. 31. 

A Private Company may register with a minimum of two 
members, apd^enjoys certain privileges not gi^n t^.othev 
companies. %• * 

M T. 


B 
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A private company is prohibited, however, from making 
any invitation to the public to sub^jribe for shares or 
debentures in the company, and it must, by the terms of 
its articles of association, restrict the right to transfer its 
shares.^ Also, the number of members is restricted to 
fifty, exclusive of those who are, or were when they became 
members and have continued to be, employees of the 
company. 

The privileges are (1) reduction of the minimum member- 
ship to two ; (2) exemption from the provisions of the Act 
applicable to other companies as to statement in lieu ; 
(3) permission to start business on receipt of certificate of 
incorporation , (4) exemption from the provision that 
preference share and debenture holders must have the same 
right to receive and inspect balance sheets and reports as 
ordinary shareholders ; and (5) exemption from two other 
provisions as to filing a statutory report ’’ and a “ state- 
ment in the form of a balance sheet.’' 

Results of Company Formation. — The rapid development 
of business enterprise which has taken place during the last 
half-century is largely due to the introduction of the 
principle of limited liability. The limited company 
attracts capitalists who would be unwilling to risk their 
money as partners in an undertaking in which they took no 
active part, and the share and loan capital of the various 
limited companies is issued on terms whkh suit the require- 
ments of all sorts of investors, from the most prudent to 
the most speculative. Debentures and jireference shares 
may be almost as safe as government loans, but they 
invariably offer a higher rate of interest or dividend. 
Ordinary and deferred shareholders incur a greater risk, 
bul the possibility flf gain is unlimited, and the speculative 
investor who buys shares in an undertaking which he believes 

^ ‘ sufficient if the articles provide that the ^rectors may 
refuse f;^ sanction a transfer without assigning a reason. 
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to be profitable foresees the possibility that' after the subscrip- 
tion lists are closed be may be able to dispose of his holding to 
would-be shareholders for more than the issue price. When 
one considers the great business undertakings of the present 
day, the importance of capital to the economical working 
of commerce can readily be understood. The departmental 
stores, multiple shops and large wholesale businesses are 
able to exist because they have the means to negotiate a 
large turnover, to buy in large quantities and therefore 
cheaply, and to organize the work of their staff in such a 
way that each member gives full value for the salary he is 
paid, while the work is so apportioned as to keep each one 
occupied in doing the task for which he is best suited. The 
company promoter can always raise money for an under- 
taking of undoubted advantage, and investors are often 
induced to provide capital to exploit entirely new ideas, as 
examples of which may be mentioned the first railway, 
motor 'bus and aeroplane companies, and the Channel 
Tunnel. Another effect of the growth of limited companies 
has been an enormous extension of stock exchange dealing, 
and the creation of an array of stockbrokers, promoters, 
under\vriters and financial houses all over the world, 
who derive most of their profit from buying and selling 
commercial and industrial securities for their clients, and 
floating or providing capital fcfr promising companies. 

Competition ani Coalition. — ^There is an increasing 
tendency among separate business units engaged in the 
same or allied trades to join forces by the formation of trade 
associations and trusts, with the object of strengthening 
themselves and eliminating competition. The public are 
apt to denounce any sort of “ combine ” as a deduce to 
exploit the consumer. Actual facts, however, as reflected 
by statistics of prices, do not support this accusation, and 
the economy,® on whose judgment figures slioijlcU^xert 
^more influence than feelings, regards this tendency#as the 
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natural and healthy development of organized social 
activity, in which the primitive law of ifupply and demand 
tends to be and is eventually supplanted by control and 
co-operation. 

The principle forms of coalition or combination of 
business units may be divided into two groups, viz. (a) the 
Producers’ or SeUera* Association, known in Germany by 
the name of Kartell or Cartel ; and (6) the Trust. The 
difference between the two groups lies in the degree of 
independence which each particular form of coalition allows 
its members to retain, and may be appreciated best by 
consulting the following classification of functions : 

Objects and Methods of Coalition. 

1. Standardization of (Conditions of Sale. 

2. Standard Grading of Qualities. 

3. Regulation of Minimum Prices. 

4. Division of ClientMe. 

5. Selling through Central Syndicate. 

6. Restriction of Output. 

7. Pooling of Profits or Net Receipts. 

[ 8. Community of Interests by purchase of shares. 
I 9. „ „ by exchange of shares. 

10. Absorption. 

111. Amalgamation. 

The line of demarcation between the cartel and the trust 
form of coalition actually falls at the point where the 
parties agree as to profits. Each member of a cartel is free 
to make as much jirofit as he likes ; bflt in a trust profits 
are apportioned among the members according to a pre- 
arranged plan, and in the closest form of trust the members 
lose their individuality altogether, and continue business 
under one management. 

•The trade assockitions attached to the various produce 
exchanges may be classed as cartels having for their object 
the stand^dization of terms of contract and grading of 
qualiibies^ Such standardization benefits dot^only sellers, 

^c^ccording to Dr. Schftr, in Handdsbetriehalehre, I. 


Cartel 

Form.* 


Trust 

Form. 
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but buyers too, by obviating a great deal of useless bargain- 
ing, bringing abou4a better understanding between buyers 
and sellers, and facilitating the work of arbitrators in case 
of dispute. 

In associations of manufacturers the standardization of 
quality is rarely possible, but examples of it may be seen 
in the iron and steel trades (p. 408). Terms of payment, 
discounts and allowances, time of delivery, packing charges, 
etc., are usually the first question on which such associations 
seek an understanding, and the next step is the fixation 
of minimum prices. Unfortunately where business is 
scarce it is usually difl&cult to keep the members of a price 
cartel to their agreement, for there are many ways of 
breaking the spirit of the law in such a matter without 
openly breaking the lettc^r thereof. Association prices 
may be put on invoices and statements, and the buyer 
given a secret rebate or some advantage in the way of 
quality. A further step towards unity is the agreement 
thereby each member engages to abstain from canvassing 
or dealing with the customers of his co-members. The 
writer, who has been a member of a manufacturers' cartel,^ 
has found in practice that this form of agreement is the 
loosest knot that it is possible to tie between competing 
firms. Some cartels have adopted the course of allotting 
to each member a certain selling territory, or panel of 
customers, and seeming their adhesion to the agreement 
by means of a deposit.* 

Central Selling Organizations or Syndicates are a far 
more complete and permanent means of eliminating 
competition. The syndicate is usually constituted as a 
limited company tir as a co-operative society, and profits 
are divided among its members in proportion to the value 
of goods delivered by each.^ The German coal, iron and 
potash sTOdicates are the greatest organizations of this 
kind in the world, and the co-operative producers' societies 
set up by the farmers of Denmark, Holland, Canada, 

^ Soeiki Suisse dea Fabricants de 

* This was done by a cartel of Swiss brewers in 1907, but was 
abolished in 1911 because the restaurateurs were so determined 
to be free to ckoose their suppliers that they set%ip baeweries 
of their 

® See Principles and Practice of Bus%mss, p. 27. 
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and New Zealand fulfil a similar object in the domain of 
produce dealing. The question of pricof and the quantities 
which each member may dispose of, is more easily settled in 
the case of produce than manufactured goods. A syndicate 
of manufacturers must eventually cope with the question 
of over-production, and restrict the output of each member 
to a “ contingent ” of such amount that each may have a 
fair share of the market. 

The Pool differs from the syndicate in that it apjxations 
the prof Is derived from joint trading, whereas the syndicate 
apportions the proceeds of sale. An example of the pool 
may be found in the interworking of competing lines of 
railway (p 194) where the net recei])ts are apportioned 
equitably among the competing companies, regard being 
had to the amount each has contributed to the joint service 
in working ex|X‘nses 

The original form of American trust, from w hich the name 
is derived, consisted of a coalition of firms or companies 
who made over their entire undertakings to a group of 
})ersons appointed as Trustees, from whom they received 
Trust Certificates securing their agreed share in the profits. 
The American Anti-Trust Acts have put a stop to this 
form of combination, and it has been universally superseded 
by the Modern Trust, which is brought about by the purchase 
or exchange of shares 

A partial trust or community of Interests arises where one 
company gams a certain amount of control in another by 
purchasing some of its shares, either in the open market 
or by subscription to a new issue, A closer union is achieved 
by each company increasing its share capital, and issuing 
the new shares by arrangement in cxchllnge for shares in 
the other company or companies. 

A complete fusion is effected by absorption or by amal- 
gamation. Absorption means the purchase by one com- 
pany of the undertaking of another or others (known 
as the subsidiary companies), in return for payment in cash 
or in shares of the absorbing company. Amalgamation 
bears the closest re^mblance to the original form of trust, 
as the companies interested (known as the consiituetU 
compar^) ignite to form another company <known as the 
amalgArfuried company). Each one of the •constituent 
compaifS^s sells its undertaking in return for shares in the 
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amalgamated company. The constituent companies con- 
tinue to exist s(^ logg as may be necessary to complete the 
amalgamation, after which they are wound up and cease to 
exist (see p. 196). 

In any sort of trade association or trust, the uniting 
parties may have to contend with the competition of 
Outsiders, who are not loth to wage guerilla warfare against 
their profits and principles. Both cartels and trusts seek 
to protect themselves against the invasion of price cutting 
competitors by extending their ramifications in a vertical 
as well as a horizontal direction ; that is to' say they seek 
to embrace suppliers and consumers as well as competitors 
in the same “ combine.” So for instance a cartel of spring 
manufacturers may seek to coerce outsiders to enter the 
ring by admitting all the suppliers of laminated steel, and 
giving them to understand that if they supply any outsiders 
they do so at the cost of losing all their other customers. 
The in>n and steel trusts of this country and m America 
are the greatest examples of vertical expansion in the world 
(see p. 408). The great combines in coal and iron, meat, 
paper, petroleum, soap, textiles and tobacco have all brought 
about an expansion upwards and downwards as well as 
horizontally, and no large enterprise confines itself to one 
single stage of production or distribution. On the Continent 
the “trust” or ‘‘ finance” banks (p. Ill) are an important 
factor in trust formation. 

Exercise 1. 

1 . How would >'ou distinguish between (a) Production, 

(6) Distribution, (c) Adiuinistration ? Give reasons for your 
answer. • (S.A.tpc.II.) 

2. (i) How does an extractive industry differ from a 
constructive industry ? 

(ii) Under what headings would you classify each of the 
following occupations ? (a) Coal mining, (6) fisheries, (c) 

teaching, (d) insurance, (e) banking, (/) accountmg. 

3 . (a) How would you distinguish between “ Industry ” 

and “ Commerce ” ? , (S.A.tpc^.) 

(6) How would you subdivide “ Coimnerce”^ (S.A.tpc.III.) 

4 . (a) What are the functions of the BtUrepremur ? 

(6) Would y^u include the entrepreneur under® the hecwhng 
of “ CapitaP’ or “ Labour,** or as a separate class r GIm^ 
reasons for your answer. (S.A4)pc.IIL) 
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6 . Describe either (a) the office organization of a manu- 
facturing business or (5) three principal forms of business 
organization other than the sole trader. ^ {U.L.C.tpc.4.) 

6 . Draft a circular to be issued to liis customers by Mr. 

Harry Coleman, Ironmonger, Shrewsbury, notifying removal 
to larger premises at 100 High Street, and that he has taken 
liis chief salesman, Mr. Robert Price, into partnership ; the 
name of the firm in future will be Coleman and Price. State 
that a large and varied stock is on view, and invite orders and 
inquiries.* (U.E.I.cc.Int.) 

7. To whatjextent is a general partner liable for his firm’s 
debts ? And Kow do his actions in the p€u*tnership business 
affect his co-partners ? 

8 . What do you understand by a Deed of Partnerehip ? 
Mention some conditions which you think such a deed ought 
to contain. Is a deed necessary ? 

9. State briefly the objects of the Business Names Act, 1016. 

10 . What IS a limited partnei'ship ? When is this form of 

combination preferable to (a) an ordinary partnei'ship, (6) a 
limited company ? ^ (S.A.tpc.IlI.) 

11 . Define a “ Company,” and state briefly the privileges, 
rights and obligations of shareholders of a company, as distin- 
guished from those of members of a partnership. 

12 . Explain: (i) Royal Charter company, (ii) statutory 
company, (in) limited company,* (iv^) memorandum of associa- 
tion, (v) articles of association. 

18 . In what respects do private and public companies differ V 

(C.l.S.Int.) 

14 . What advantages may an old-established trader hope to 
derive from converting his business into a private company, and 
what are the attending disadvantages ? , (S.A.tpc.IlI.) 

16 . What are the general results of the tendency of busim^ss 
enterprise to be conducted to an mcreasing extent by limited 
companies ? (S.A.tpc.II.) 

16 . Explain the meaning of (a) trade association, (6) cartel, 
(c) trust ; and discuss the objects and methods adopt^ by each. 

* fiee Prifvciples aiid Practice of Business^ chap. xiii. 

* Write at the foot of the letter : “ Mr. Price will sign . . .” 



CHAPTEK H. 

STOCK EXCHANGE. 

Origin of Stockbroking. — It was the establishment of the 
National Debt in the reign of William III. that gave birth 
to the business of Stockbroking in England. It had been 
the custom of English kings to borrow on their own security, 
and Parliament had often been asked to pay their debts. 
The war against Lopis XIV. of France, which lavsted from 
1689 to 1697, was so costly that it was impossible to raise 
sufihcient money by taxation, and the deficiency could 
not have been met by borrowing without substantial 
guarantees. In 1693, when the deficiency amounted to 
over £1,000,000 sterling, a bold and original financier 
named Charles Montagu devised a loan to be raised, not 
on the security of the king, but on that of the nation, and 
for that reason known ever after as the nucleus of the 
National Debt. The loan was taken up at once, and welcomed 
by City men who in those days had little opportunity of 
lending money on good security. In 1694 the Bank of 
England was established, in whose hands the negotiation 
of all future loans was placed. The whole of the capital 
was raised by public subscription as a loan to the 
government, for which the subscribers received their 
charter in addition to interest. William III. w^ of Dutch 
origin, and jn*adopting the plan of a national, l^n he^ 
^followed the examjile of his ancestors, who werecexpert 
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financiers. At the conclusion of the Peace of Ryswick 
the national debt had increased to 14J%niMions sterling, of 
which a large part was held by the Dutch. There was still 
a revenue deficiency of 5 millions, and more debt had to 
be raised. At the present time the national debt amounts 
to nearly £8,000,000,000.1 

The government debt became known as the stociu or 
Funds, and when towards the end of 1693 the total amounteil 
to about 5 millions, buyers and sellers began to meet at the 
Royal Exchange (p. 129). Dealings were mainly for the 
account of foreigners, the first stockbrokers, or professional 
dealers, being agents for Dutch investors. The broker was 
useful to his London clients, because he was in touch with 
the market, and understood the formalities of transfer. 
The introduction by the Dutch of buying ‘‘ for time,’* 
meaning for transfer and payment at some future time, 
gave an impetus to s^ieculative dealing. From these 
beginnings arose the custom of brokers to contract 
with each other without declaring for whom they 
acted, and eventually to deal for their own account, as 
‘‘ jobbers.” 

Biihiiics.'? rapidly exlrudi*<l to dealings in l’on‘igii go\ eriinxent 
stocks, and the shares of joint-stock coinpanios, of winch the 
first was the East India Company, whicJi was ostablushed by 
a charter of Queen Elizabeth m 1600, but did not become 
prominent until near the end of the sSventetmth centmy. 
The Hudson Bay Company, w'hich was incorporated by royal 
charter in 1670, and the Bank of England, are the only siuwivors 
among these early joint-stock comi^anies, and their shares 
are extensively dealt in to this day. In 1698 the East India 
Company advanced money to the CJoveriunent in return for 
a monopoly of trade with India, as a consequence of which a 
new East India Company was formed, which endured until 
1867, when Queen Victoria was made Empi'ess of India. 


1 Dec. 31, 1919, £7,908,000,000. 
Mar. 81, 1920, £7,664,000,000. 
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The Royal Exchange was not long available for stock 
dealing, for the Aer^hants objected to the invasion of their 
territory, and in 1700 the Corporation complained that the 
objects of the building were being diverted to a purpose 
for which it had not been intended. For over seventy years 
the brokers had no building of their own, but assembled in 
the streets and coffee houses in the neighbourhood of 
Change Alley. 

The first stock exchange “ boom ” was brought about by 
speculation in the shares of the South Sea Company, which 
was formed in 1711, and earned on a prosperous trade with 
C’entral and South America, iilcludmg the bringing of slaves 
from the coast of Africa to Jamaica. The company was so 
successful that its promoters conceived a plan for its aggran- 
disement by offering financial assistance to the Covermnent on 
a scale far greater than that attempted by the Bank of England 
or the h]ast India Company, in return for a monopoly of trade 
with the South Seas. A bill was presented to Parliament for 
taking over the whole of the National Debt, then amounting 
to nearly 31 millions, at a lower rate of interest than the various 
rates at which the loans had been issued, and in addition the 
company offered to pay a siun of £7,000,000 at once to the 
Government. 

The project was of great advantage to the IState, and was 
iindoubtoilly a sound business dt^al for the company. Already 
the State had provided a special force for the protection of 
tho company abroad, and as the Chancellor of the Exchequer 
and other notable men wore among its directors, the bill 
was passed withoul difficulty. The value of the stock 
rose by leaps and bounds, and additional capital was raised 
at a heavy premiiun. At the height of the boom as much 
as £1,200 was offered for £100 of stock, and large fortunes 
were made by speculators, one of whom, Thomas Guy, 
won half a million sterling, with which he founded Guy’s 
Hospital. 

This unprecedented boom bec€une indirectly the cause of 
the ruin of the enterprise, and of many hmidi’eds of people 
who had boughtishares in it, for it fostered a niania€or sg^ula- 
tion and led to the creation of a nmnber of bogus ctiiiS^anies^ 
•by swindlers, whose action brought about a dephisSion as 
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complete as the enthusi€ksm that had been shown for the 
brilliant project of the South Sea Company. ^ Companies were 
floated on the most senseless pretexts, such as “ importing 
jackasses from Spain,” “ a wheel of perpetual motion,” “ an 
air pump for the brain,” and others. One was called “A 
Company to carry on an Undertaking of Great Advantage, but 
Nobody to know What it is.” Investors were promised a 
yearly income of £100 for every £2 deposited. The promoter 
opened an office in Cornhill, and fled the same day after 
receiving £3,000 m deposits. The South Sea Company 
prosecuted several of these swindle companies, but were 
unable to check the panic which ensued. Although the 
Bank of Englemd came to the company’s assistance, the 
stock fell to below 100, causing the ruin of hundreds of 
people. The ruined companies became known as “bubbles,” 
and the South Sea Company was called the South Sea 
Bubble. 

•The title of ‘‘ Stock Exchange ’’ was tii’st applied to New 
Jonathan’s coffee house. The association was managed 
by a committee, and supjKirted by voluntary subscriptions. 
In 1773 it removed to premises of its own at the comer of 
Threadneedle Street and Sweeting’s Alley. The site in 
Capel Court, where the London Stock Exchange now stands, 
was purchased in 1802, when it was well organized, and for 
the first time non-members were excluded. The member- 
ship then numbered 500. 

Marketable Securities. — Any share in a public loan or 
joint-stock company may be called a marketalJe secu- 
rity,” but not all marketable securities arc bought and sold 
on the London Stock Exchange, and many securities are 
dealt in on one exchange and not on another. A share in 
a private company, though it may be sold privately, is not 
a marketable security, because such shares must not be 
otfered for public subscription, their transference must be 
restricted by the articles of association, and the number 
^of shiUfe-Jiolders is limited. * • 

Cumcnt prices of all the principal marketable securities^ 
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are quoted in every daily newspaper of importance. They 
may be classified astfollows : 


Loa/na, 


Capital 
and Loans. 


"British Funds and Guaranteed Stocks. 
British Corporation and County Stocks. 

, Colonial Government Stocks. 

Indian and Colonial Corporation Stocks. 
Foreign Government Bonds. 

.Foreign Municipal Bonds. 

"Home Kails (i.e. British Railway Securities). 
Indian and Colonial Kails. 

- American Rails. 

Foreign Kails. 

Commercial and Industrial Securities. 


British Government Securities may be divided into three 
classes : The Funded Debt, which is not redeemable except 
at the option of the Government, and includes the two- 
and-a-half per cent. Consolidated Stock of the United 
Kingdom known as “ Consols/’ the Bank of England stock 
and Bank of Ireland stock. The Unfunded Debt consists 
of loans which have been issued on the condition that they 
will be redeemed at a certain future date ; by far the 
greatest loans belong to this category, e g. the 3^% War 
Loan 1923^8, 4i% War Loan 1925-45, 5% War Loans 
1929-47, 4% net War Ix)ans 1929-42, iSinding Loan, 
Victory Bonds, and Exchequer Bonds. The Floating Debt 
consists of Government borrowings for the shortest terms 
— ^say for one year or less — and consists mainly of Treasury 
Bills and money borrowed from the Bank of England on 
Ways and Means Account. The difference between Ex- 
chequer Bonds and Treasury Bills is simply that the first 
are bonds entitling the holder to interest and repayment 
of the principal lent within a specified time, whereas 
Treasury Bills are bills which are issued by the 
Treasury, i.e. they bear no interest, but are issued for public 
subscription at a discount. 

Foreign Currency and Sterling Bonds. — Foreign public 
loans and coitipany debentures (known in the United 
States as “ bonds ”) are usually expressed in the currency 
of the country from which they are issued, and the British 
investor musl^ take the risk of loss on exc^jange when 
interest or •redemption of the bonds falls due.^^Somg 
^ foreign bonds issued in this country are expressed, however, 
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in sterling, or in currency at a fixed rate of exchange. The 
bonds of the American Railroad Cojnp|inies and some 
foreign Governments are payable, both as to principal and 
interest, in the gold of the State issuing them. These 
three classes of security are known respectively as Currency 
BondSy Sterling B<mdSy and Oold Bonds. 

Debentures. — ^Loans issued by joint-stock companies are 
usually known as “ debentures,’’ and the certificate which 
the subscriber receives in acknowledgment of the debt is 
called, like the loan itself, a debenture.^ Like shares, 
debentures are generally payable by instalments, and they 
are applied for and allotted in much the same way (see p. 65). 

An Unsecured or naked Debenture is a promise to pay, 
which places the lender in the same position as an ordinary 
creditor of the company, to sue for payment or apply for 
a winding-up by the Court in the event of the company 
failing to pay interest or to redeem the loan when due. 

A Mortgage Debenture secures payment of principal and 
interest to the lender by giving him a charge on the property 
or undertaking of the company. The property which 
constitutes the security is vested in Trustees* acting on 
behalf of the debenture holders, who are usually given a 
specific charge on certain fixed assets, and a jloating charge 
on the undertaking of the company. No change in the 
constitution of the company, nor any dealing in the fixed 
assets secured in the Trust Deed can be effected without 
the consent of the delxMiture holders. For definition of a 
mortgage see p. 107. 

Interest and Dividend. — For the inv^tor, dividend and 
interest are merely different forms of income ; but for the 
company issuing shares and debentures, dividends repre- 
sent an apportionment of profit, whereas interest is an 
item of expenditure which must be met whether any profits 
are made or not. 

At the end of eacli half-year or other financial period the 

books are balanced, the net profit or loss, after payment of 
• • 

^ ^ Knmvn in America as a “ Bond,’* and in almo^ every other 
eountryias an “ Obligation.” 
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interest, is ascertained, and the directors report to the 
shareholders ^ the general meeting the maimer in 

which they recommend that the profit (if any) should be 
apportioned. Usually a part only of the net profit is 
declared available for dividend, and the remainder is set 
aside to contribute towards Sinking Funds (p. 76), Reserve 
A/cs, Superannuation or Benevolent Funds, etc., and any 
odd balance is then carried forward as “ Balance of Profit 
and Loss A/c.’* 

The Capital of most, but not all companies, is issued in 
two or more different classes, each class of shareholder 
being given the right to share in any distribution of profits 
before or after other shareholders, and to a less or greater 
extent than the other shareholders. 

Preference Shares entitle the holders to* payment of 
dividend up to an agreed percentage of the nominal value 
of their shares before any other class of shareholder receives 
any share in the profits. If the shares are preferential as to 
capital as well as dividend, then in the event of a liquidation 
the other shaj:eholders would have no claim on the assets 
until debenture holders and creditors had been paid in full, 
and the preference shareholders had received a complete 
refund of their capital as represented by the face value of 
the shares they held. Preference shares are said to be 
cumolatiye where the holder’s right of priority extends to 
payment of arrear% All preference shares are cumulative 
unless they afo expressly issued as non-cumuiative. 

In some cases different classes of preference shares have 
been issued by the same company, each class ranking for 
dividend before or after the others, and bearing a distin- 
guishing name or number, such as “ A ” and “ B ” shares, 
“ Guaranteed ” and “ 1st Preference ” shares, etc. , 

Particlpatixig Preference Shares entitle the holder to priority 
of dividend, aud to share with other sharehtoldej^ any 

^ Debenture holders are also entitled to receive the r^ort. ^ 
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excess of distributable profit remaining after the latter have 
received an agreed percentage on their^capitaL 

Ordinary Shares. — The bulk of the share capital of most 
companies is divided into Ordinary Shares/’ and where 
the shares of a company are of only one class they are called 
ordinary shares. Where more than one class of shares 
exist, ordinary shareholders rank for dividend after 
preference shareholders, but if the company is successful 
their shares may be much more valuable, because the 
dividend on ordinary shares is either (a) unlimited, or 
(6) restricted — where there are also “ deferred ” shares — to 
a higher percentage than prior dividends. 

Deferred Shares yield no dividend unless profits available 
for dividend are more than sufficient to pay preference and 
ordinary dividends in full Rut if profits are large the 
deferred shares of a company may be worth more than the 
ordinary or preference shares, although they are usually 
issued in smaller denominations. They are often held by the 
vendors or founders of the business which the company was 
formed to purchase or develop, and have not been paid for in 
cash. They are then known as Founders’ or Maaa^rement Shares. 

Stock. — Each class of share capital in a company is 
originally issued in shares of equal and fixed amount, each 
share is numbered, and the numbers of the shares held by 
each shareholder are entered in the Register of Members 
and Share Ledger, and are also shown on^is share certificate. 
Subjec^t to the terms of the articles of association, as 
originally framed, or as altered by special resolution, the 
company may convert its shares into “ Stock,” and give 
each member an amount of stock equivalent to the face 
value of the shares he holds. The shares then exist no longer 
as units, but are Replaced by an amount of Capital stock 
expressed, not in shares, but in money. Subject to any 
provisions *to the contrary a stockholder nfky^ transfer any 
^fracticpi of the amount of stock he holds, hut, to avoid 
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complication arising from the registration of odd shillings and 
pence, the articles u^ally provide that the stock shall only 
be transferable in certain fractions or multiples of a poimd. 

Debentures may be numbered and issued in equal 
amounts, or they may be issued as Debenture stock registered 
and transferable, like capital stock, in amounts instead of 
units. 

Government and Municipal Stock is usually issued in 
multiples, or fairly large fractions, of £100, but Consols 
may be purchased to a nominal value of (say) £54 35. lid., 
or any other odd amount that may be desired 

Transfer of Securities. — The method by which the property 
in a marketable security is transferred from one person to 
another depends upon whether the security has been 

1. Registered as transferable in the Transfer Books ; 

2. Registered as transferable by Deed ; or 

3. Issued in Bonds or Warrants to Bearer. 

Inscribed Securities. — Holders of securities of the first 
class, called “ inscribed securities,’" have no certificate or 
bond, the only evidence of their holding being an entry 
in the Transfer Books of the government or corporation 
which has issued the loan. British inscribed stocks and 
some Colonial and Foreign securities are registered at the 
Bank of England, whereas other inscribed securities are 
managed, as is the case with many municipal stocks, by one 
of the large joint-stJbck banks. The holder is given a stock 
Receipt, which serves as evidence that the stock has been 
inscribed in his name, but the receipt does not convey any 
title to ownership, and is not required to transfer the stock. 

In order to transfer Consols or other stock inscribed at 
the Bank of England, the seller must attend personally 
at the Bank to sign the transfer, or, by fneans of a power*of 
attorney, authorize a recognized stockbroker or banker to 
sign for him. The seller must also be identifiedeas the true 
owner of thef stock by the selling broker or other ^rsop^ 
recognized by the Bank. The sefling broker then r^eives 

M.T. c 
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a stock receipt, which he passes on to the buying broker 
enmloyed by the buyer. «> 

Consols, and certain other Government securities that 
were originally issued as inscribed stock, may now be 
transferr^ by deed, and the War Loans, Funding Loan, 
Victory Bonds, Treasury Bonds and other recent issues, 
could be \)btained transferable by entry in the transfer 
books, by deed, or by delivery to bearer. On payment 
of a small fee the holder of inscribed stock may have it 
registered as transferable by deed, and receive a Certificate. 

SHARE CERTIFICATE. 


$ 

No. 378. Fifty Shares. 

BLUE HILL QUARRY COMPANY | 

LIMITED. I 

(Incorporated under the Companies Acts, 1908-17.) | 

Capital £75,000, in 76,000 Ordinary Sharks 

OF £1 BACH. 

This is to certify that Charles Schaueriberg | 
of No, 17 Bourne Hill, London, N. 13 is the Registered 5 
Proprietor of Fifty Shares of £ one each, fully paid, ^ 
numbered 5854 to 5903 inclusive, in ^ 

The Blue Hill Quarry Company, Limited, | 

pursuant to the Memor€uidum and Articles of Associa- 5 
tion of the said Company. 5 

Given under the Common Seal of the Com- | 
pany this 29th day of ^ptemher, 19.... | 

A, B, Long 
C. D. Bro^ 

E. F, SmalU Secretary. 

Note , — ^No Transfer of the Shares comprised in this | 
Certificate will be registered until the Certificate ^ 
has been (Jelivered to the Company. | 

Registered Secnrities are those which are recorded in the 
hooka oj tile issuing company or public body,^and for which 
(certificates are issued to the holders as evidence that th^ 


^Directors, 
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DEED OF VEA^SFER FOE REGISTERED SECURITIES. 



I, Leonard Weaver, Manufacturer, 
of “ QotpeU,** 

DiUMxng, 

Sussex. 

in consideration of the Sum of Sixty-five pounds (£65) (See 
Note) paid* by CMrles Sehauenberg, Merchant, 

of No 17, Bourne Hill, 

London, N 13. 

hereinafter called the said Transferee, 

DO hereby bargain, sell, assign, and transfer to the 
said Transferee 

Nifty (50) Ordinary Sltares of £1 each 
fully paid-up. Nos 5854 to 5903 inclusive, 
of and in the undertaking called the 

Blue Hill Quarry Company, Limited 
To Hold unto the said Transferee, his Executors, Administrators and 
Assigns, subject to the several conditions on which I held the same immedi- 
ately before the execution hereof, and he, the said Transferee, does 
hereby agree to accent and take the said Ordinary Shares, subject to 
the conditions aforesaid 

AS WITNESS our Hands and Seals, this Twenty-second Day of 
September In the Year of our Lord One Thousand Nine Hundred and 
twenty-two 

Signed, sealed, and delivered, by the above-named 
Leonard Weaver, 

in the Presence of 
/ Signature, H J. Little, 

Address, The Chestnuts, Hassocks, 

t Occupation, Author 

Signed, sealed, and delivered, by the above-named 
Chas. Sehauenberg, 

in the Presence 

f Signature^ if Wise, 

4 Address, Bank Chambers, E C 1. 

I Occupation. Commercial Traveller. j 

Signed, sealed, and delivered, by the above-named 


Leonard Weaver 


Chas Sehauenberg 


i 


in the Presence of 
Signature, 

Address, 
t Occupation, 

Signed, sealed, and delivered, by the above-named 

in the Presence of 
f Signature, • 

\ Address, 

(.Occupation, 










f 


Note. — The Consideration-money set forth in a transfer may differ from that 
which the first Seller will receive, owing to sub-sales by the ori^al Buyer , the 
Stamp Act requires that in such cases the Consideration -money paid by the Sub- 
purchaser shall be the one inserted in the Deed, as regulating the ad valorem Duty ; 
the following is the Clause in question • 

** Where a Person, having contracted for the purchase of any Property, but not 
having obtained a Conveyance thereof, contracts to sell the same to any 
other Person and the property is, in consequeffee, convoyed immedialfely 
to the Sub-purchaser, the Conveyance is to be charged with ad valorem 
Duty in respect of the Consideration moving from the Sub-piurchaser ’* 
[Stamp Act, 1891, Section 58 (4) ] 

♦ When a Trans^ is executed out of Great Britain it is recommendsddJutt the 
SUtnatures be attested by H.M. Consul or Vice-Consul, a ClergymanT Magistral^ 
Notary Public or by some Uher person hdding a puMic positvon—as most Qpmpantes 
^refuse to recognise Signatures not so attested. 
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shares, stock or debentures named therein are the property 
of the holder, and stand registered* in^ his name. The 
holder's rights are transferable by a Deed of Transfer, to 
which the signatures of both parties must be attested by 
witnesses, and which must be impressed with ad valorem 
duty at the rate of 10^. per cent, on the agreed value of 
the property. (In certain cases a fixed duty of 10^. is 
payable.) 

The directors of a company may decline to register any 
transfer of shares, not being fully-paid shares, to a person 
of whom they do not approve, and may also decline to 
register any transfer of shares on which they have a lien. 
A fee not exceeding 2^ 6d. may be charged for the registra- 
tion of a transfer. 

The procedure followed by stockbrokers in dealing with 
registered securities for their clients is as follows : The 
bujdng broker obtains from the selling broker the share or 
stock certificate, together with a form of transfer like that 
shown on p. 35 signed by the seller The buying broker 
passes on the transfer to his client for signature, and then 
sends the certificate and completed transfer to the office 
of the company or juibhc body, as the case may be. The 
company’s secretary notifies the transferor, as a ]»recaution 
against fraud, the transfer is submitted for sanction to the 
Board of Directors, the securities are transferred in the 
books from the seller’s name to the buyer’s name, after 
which the old certificate is endorsed over to the buyer (if 
such is the practice) and delivered to fcim If the custom 
is to issue new certificates, or the seller is disixising of only 
part of the shares contained in his certificate, a new certifi- 
cate must be prepared in the name of the buyer. In such 
a case the selling broker or his clerk would take the 
executed transfer to the company’s office for Certiiicatlon 
(p. 35) by the secretary. The certified transfer is then 
delivered to the «buyer pending preparation of the new 
certificate, and is considered to be “ good delivery,” as it 
satisfies the buyer that he will have no difficulty in acquiring 
a gQ^ tit\e to the securities. * ^ 

B6a|[ier Securities are usually entrusted to the holder’s 
banker for safe custody, for* as the property in them iii 
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tranpiferred by delivery to any bona fide holder,^ the loss 
of the document itself would be a serious matter. Pay- 
ment of interest or clividends is provided for by means of 
Coupons. 

Some Colonial and Foreign Government Stocks and 
American and Foreign Railway Bonds are issued trans- 
ferable by Deed, whilst others are given in certificates to 
Bearer. American railway shares have the peculiarity of 
combining the features of registered and bearer securities. 
The Share Certificates are issued in the name of the regis- 
tered holder, but they have at the back a form of assignment 
which may be executed in blank so that any transferee by 
delivery may fill in his own name and subsequently claim 
to be registered as a shareholder. 

The shares of British joint-stock companies are usually 
convertible, by the Articles of Association, into Share 
Warrants to Bearer, provided they are fully paid-up. The 
holder of a warrant must deposit the latter at the office of 
the company before payment of dividends, or if he wishes to 
vote at a meeting of shareholders , or he may obtain registra- 
tion as a shareholder at any time on payment of a small fee. 
Share warrants are chargeable with stamp duty at the 
rate of 30s. per cent., or three times the duty payable on 
deeds of transfer. They are not nearly so common in this 
country as on the Continent. 

If a dividend on a share warrant to bearer falls due 
before the holder has had his name registered, the holder 
must collect the dfVidend from the registered transferor. 

Scrip. — ^To enable subscribers for Bonds, Shares or Stock 
to deal in their holdings before all instalments have been 
paid, some public bodies and companies issue “ Scrip 
Certificates ” as evidence that the holders have had the 
securities allotted to them, and are entitled to receive proper 
certificates when issued, and when all moneys due thereon 
have been paid# 

^ They are Negotiable Instruments. 
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The term “ Scrip ” is also used to denote any sort of 
bond, debenture, stock or share or ^ceistificate, whether 
registered or to bearer, as distinguished from the “ Receipt ” 
issued to holders of inscribed securities. 

Oilt Edged Securities. — Those securities which offer the 
investor the greatest possible degree of safety, and in 
particular Trustee Stocks and Investments, are popularly 
known as “ gilt edged.*’ 

Trustee Stocks are those specified in the Trustee Act, 
1893, and the Colonial Stock Act, 1900. They include 
Government Securities, Public Funds or Parliamentary 
Stocks of the United Kingdom, real or heritable securities 
in the United Kingdom, Indian Government Securities 
and Guaranteed Stocks, Bank of England and Bank of 
Ireland Stocks, certain Municipal, Water Board and 
Colonial Stocks, Home Rails and Canals, and Indian 
Railway Stocks. 

The Trustee Act was passed for the protection of trustees 
holding or investing money on behalf of other persons. 
Trustees may, unless expressly forbidden by the Trust 
Deed, invest money in any of the securities specified in the 
Act, and will not be held responsible for any loss that may 
result from such investment. 

Floaters are those gilt-edged bearer securities, including 
Exchequer Bonds, Treasury Bills and Corporation Bills which 
the Bank of England is willing to accept as security for loans. 

Income Tax. — Usually income tax istdeducted from the 
dividend or interest before distribution to holders, and it 
is always calculated at the highest rate for unearned in- 
comes. The deduction is certified on a Voucher attached 
to the dividend or interest warrant. This voucher, wliich 
should be carefully preserved, is accepted by the Inland 
Revenue Authorities as evidence of the deduction of income 
taK, if the share or artockholder makes a claim to exemption, 
or relief, from such tax. 

Sometin^ debentures and government securities bear 
a of interest, i,e. free of income tax up to the rate 

^current at the time the securities are issued. 
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Nominal Value. — ^Dividends or interest are calculated as 
a percentage of the^ominal or nice value of the securities. 
Where certificates are issued, the nominal value is the 
amount shown on the face of the certificate. 

If the nominal value is the same as the amount sub- 
scribed, the share or loan is said to be issued at par. A 
security is said to be issued at a diacount if the issue price is 
less than nominal, or at a premium if the issue price is more 
than nominal value. It should be noted that the law 
forbids the issue of shares at a discount, though a com- 
mission may be allowed to brokers or underwriters (see 

p. 66). 

Loans (debentures, government stocks, etc.) are redeem- 
able at par or at a premium, but never at a discount. 

Market Value. — Once share or loan capital has been 
issued and subscribed, the only way to acquire it is to 
purchase the holding of somebody else. Like anything 
else of value, and which can be transferred, securities have 
their price, and the market price of stocks and shares is the 
price at which holders are prepared to sell, and buyers to 
purchase them. 

The market value depends mainly upon four considera- 
tions : (1) Yield on money invested ; (2) Safety ; (3) Per- 
manency ; and (4) Supply and demand of capital generally. 
The price is quoted, in the case of stocks and bonds, at a 
figure representing pounds sterling per £100 nominal, 
whereas in the cas^of shares the price is quoted in shillings 
and pence, or pounds, per share. The main influences 
affecting the prices of marketable securities and the market 
rates of interest on loanable capital are explained in 
Chapter V. 

Yield. — The yield of an investment is the actual percent- 
age that the interest or dividend be&rs to the amoilnt 
invested. Thus, money invested in Consols at 49^ would 
yield the inyeAor £5 Is. 5d. per £100 ; for i^* £49^^ buys 
^£100 nominal, and Consols bear interest at the I'ate of 
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then £49J will yield an income of £2|. £100 invested 

will therefore yield = £5*073 = £S 1^. 5d. In cal- 

ciJating the yield from any given investment, considera- 
tion should of course be had for the terms of issue and 
redemption, and freedom or otherwise from income tax. 


Insurance against Redemption at Par. — It is customary 
on the Continent to issue debentures redeemable by 
periodical lotteries or “ drawings.” A section (say a 
twentieth part) of the loan is redeemed each year, and lots 
are drawn in order to decide which numbers are to be 
called in. Now, if the market value of such securities is 
above par, it is clearly a loss to any holder to have his share 
called in at par, and this is a contingency which investors 
can insure against. The system originated in Geneva, and 
it has proved very profitable to the banlcs undertaking it. 
Premiums depend on the difference between market and 
redeemable value, the amount redeemed each year, and 
the amount still unredeemed. 


The London Stock Exchange. — The present-day constitu- 
tion of the London Stock Exchange dates from the year 
1886, when the building was improved and extended, and 
the association re-organized. The Stock Exchange is now 
a company, of which every member must become a 
shareholder. 


The management of the exchange as an institution is in 
the hands of nine Bianagers, but the business done on the 
exchange and the members themselves are controlled by a 
Committee for General Purposes, consisting of thirty members of 
at least five years’ standing, elected by the other members. 
They hold oMice for one year, but are eligible for re-election 
on the 25th March of each year. 

The Committee may expel any of its members for 
improper conduct, or expel or suspend any member of the 
Stwk Exchange for violation of the rules, failure to comply 
with the Ccjpmittee’s decisions, dishonourable or disgraceful 
condvot,^and may censure or suspend any member acting 
in anx way detrimental to the interests of the Stocky 
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Exchange. An authorized copy of the ‘‘ Rules and 
Regulations of the Rtock Exchange ” may be obtained in 
book form through any bookseller. There are nearly 
two hundred rules, of which Nos. 72 and 176 are of great 
importance. In case of dispute between members the 
decision of the Stock Exchange Committee is final, and by 
these two rules, if any member attempts to enforce by law 
a claim arising out of a Stock Exchange transaction without 
the consent of the Committee, the latter “ will deal with 
such cases as the circumstances may require.’’ In any 
event the member would be expelled. 

The members of the London Stock Exchange are divided 
into four classes, viz. : (1) Dealers (or “ Jobbers ”), 

(2) Brokers, (3) Clerks, and (4) Members not engaged in 
active business. 

Dealers have no access to the general public. They deal 
within the House only, buying and selling on their own 
account, not as agents. They make their profit by buying 
at one price and selling at another. 

Brokers act as agents for the general public. The broker 
is an intermediary between his Principal or client, and the 
Jobber. He must not execute an order with a non-member, 
unless thereby he can deal for his principal to greater 
advantage than with a member. The object of this rule is 
not merely to provide business for the jobbers ; it also 
protects the client against unfair bargains in favour of other 
parties. The jobber’s price is the true market price, 
because the jobber quotes to buy or to sell, at the broker’s 
option, and must be prepared to do either. 

Clerks. — ^Members may apply to the Committee for 
permission to introduce non-members or members as 
Clerks. Clerks are of three kinds: (1) Authorized Clerks, 
(2) Unauthorized Clerks, and (3) Setfling Room Clerks. 
The number of clerks admissible for each individual 
member or.fiftn is limited by the Rules of t]i^ fitcck 
^Exchange. # 
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Membership. — ^The functions of broker and dealer are 
quite separate, and every member must^ de#lare whether he 
proposes to act as Broker, Dealer, or Clerk, or that he is not 
engaged in active business. “ Double dealing ’’ is strictly 
prohibited, and authorized clerks must act for dealer or 
broker, not both. A member may, however, alter his 
status from Broker to Dealer, or from Dealer to Broker, by 
first giving notice to the Committee, which notice is forth- 
with ** posted ” in the House. 

Members are not allowed to advertise for business pur- 
poses, or to issue circulars or business communications to 
persons other than their own principals. Persons who 
advertise as brokers or share dealers are not members 
of the Stock Exchange or under the control of the Com- 
mittee. A List of Members of the Stock Exchange who are 
stock and share brokers may be seen at the Bartholomew 
Lane entrance to the Bank of England, or obtained on 
application to the Secretarv. 

Admission of Members — All members must be elected, and 
retire at the end of each stock exchange year (on the 
25th March), when they are eligible for re-election. 

A person may become eligible for election as a member 
either (a) with Nomination, or (h) Without Nomination. 

(а) All candidates for admission, except candidates imder 
“ Riile 28,” must obtain the nomination of a member who is 
willing to retire in his favour, or of a former member, or of the 
legal representatives of a deceased member. (In practice, 
nominations are bought and sold by a Jobber dealing in 
nominations and Stock Exchange shares.)^ They must also be 
recommended by three members, and each recommender must 
engage to pay £500 to the creditors of the candidate, in case 
the latter shall be declared a Defaulter within 4 years from the 
date of his admission 

(б) By Rule 28, a clerk having completed 4 years’ service 
in the Stock Exchange or the Settling Room, with a minimum 
service in the House of 3 years, may apply to the Committee 
to be placed on th^ Waiting List of candidates for election 
without nomination. Candidates under this rule only need 
to be recommended by two members, each of whom must 
enter into an engagement as above mentioned, but for £300. 

^ In ^itddition to finding recommenders every candidate 
elected«must pay an Entrance Fee, take a Share or Shares in 
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the Stock Exchange, and pay an Annual Subscription. The 
present (1922) re(]|mrements in this respect are as follows : 

Members with 3 SiSreties : Entrance Fee £630. Sub. £106. 

Three Shares. 

Members with 2 Sureties : Entrance Fee £316. Sub. 

£62 10a. One Share. 

For Clerks the annual subscriptions are : 

Authorized Clerks : £62 10a. 

Unauthorized Clerks : £15 15a. 

Settling Room Clerks : £10 10a. 

The Bargain. — For purposes of illustration we will 
imagine that a client instructs his Broker to purchase 
£1,000 L.B. & S.C.R. Deferred Ordinary Stock. In giving 
his instructions the client may fix a price limit which he 
does not wish the broker to exceed : say, “ at 35 or lower.’* 
If he relies entirely on the broker to do the best for him, he 
will say “ at best.” 

The Broker or his Authorized Clerk goes to that part 
of the floor of the House known as the “ Home Rails 
market,” meets a Jobber who specializes in this class of 
security, and asks him to make a 'price for “ Berthas.” ^ 
The jobber quotes say 34J-5. If the broker is satisfied, he 
sa3rs, “ I buy one at 35,” meaning that he wishes the jobber 
to sell him £1,0()0 nominal value of stock. 

The jobber is bound to quote both prices, without asking 
whether the broker wishes to buy or sell. Moreover, an 
offer to buy or se^ an amount of stock, bonds or shares 
at a price named is binding as to any part thereof that 
may be a marketable quantity ; and when no amount is 
named the offer is bmding to the amount of £1,0(K) Stock 
or bonds or the equivalent in foreign currency ; 100 shares 
of a market value of less than £1, 50 of £I to £15, or 10 of 
over £16 ; or 100 American dollar shares. 

Broker and Jobber enter the bargain^ in their rough ” 
books, and properly record it later in the manner ex- 
plained on p. 46. • ^ 

^ A slang term for L.B. & S.C. Def. Ordy. Stocks 
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The same procedure is followed by brokers instructed to 
sell securities for their clients, except Jhai a selling broker 
who wished to dispose of £1,000 Berthas when the quota- 
tion was 34|-5, would say to the jobber “ I sell one 
at 34f” 

The Jobber's Tom. — The difference between the two halves 
of the jobber’s quotation is known as the ‘‘ Jobber’s Turn.” 
If he quotes at all, the dealer or jobber must quote a double 
price, and it is his business to watch the market carefully, 
and so adjust his quotation as to attract buyers and sellers 
in equal mounts. If the dealer has bought more than he 
has sold he stands to lose by a fall in the market ; whereas 
if he has sold more than he has bought, by the time he has 
to deliver the stock the ])rice may and he will have to 
buy at a loss to cover his obligations 

If buyers are more active than sellers, the dealer seeks 
to ** even up ” his book by raising his price — say from 
34|-5 to 34f-5J, in order to encourage sellers, just as he 
would reduce his price to say 34J-| to encourage buyers. 
If buyers and sellers commit him for about equfid amounts 
he may seek to increase the number of his bargains by 
quoting a closer price, say 345-; ; whereas if the market is 
imcertain he protects himself by quoting a wide price, say 
345 -5 5, so adjusted as to allow a better margin for fluctua- 
tions, or in the hope of encouraging only buyers, or only 
sellers, according to the state of his book. 

Markiiig. — The broker may, if he likes, “ mark ” the 
bargain by entering it on a slip, which he puts into a box 
provided in the Exchange. The price will then appear in 
the “ Business Done ” column of the List of Securities 
published daily under the authority of the Committee. 

The prices of all bargains done between certain hours 
may be marked on this Official list, but no price may be 
inserted unless the bargain has been made between members 
and at the market price, nor on the authority of one of them 
if he refuse when required by a member of the Committee, 
Jbo giv€f tjie name of the member with whoni he dealt. The 
*practi<^ of marking has been much neglected, but it has^ 
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the advantage of providing evidence to clients that business 
has actuaUy be^ done at the prices stated, and that the 
broker has dealt at market price, without favouring another 
party at the expense of his client. Under the Emergency 
Rules (p 52) all bargains over £100 had to be marked. 

Checking:. — At the end of the day each member has the 
items in his rough book copied into a Bargain Book, which 
the member’s settling clerk takes to the* Settling Room in 
the basement of the House. There the bargains recorded 
in the various members’ bargain books are cross-checked, 
each settling clerk initialing his own book to show that the 
items are recorded in the books of the other parties. 

Name Tickets. — The buying broker now prepares “ tickets ” 
for each purchase, showing the name of his client 
and the quantity of stock bought. Tickets for cash 
bargains must be passed within five days to the jobber, who 
in his turn passes it on to a jobber or selling broker from 
whom he has bought similar stock. The selling broker, 
who has to deliver stock, attaches scrip or certified transfer 
(see p. 3G) to the name ticket, and returns it to the member 
whose name is on the ticket as the one who has to pay. 
By means of the ticket, the scrip or transfer thus finds its 
way to the buyer, and delivery is complete. 

Where the nominal amounts bought and sold by jobbers do 
not coincide, it may be necessary for the jobber to divide a 
ticket into two or more Split Tickets, all bearing the same name 

Contract Notes. — From the entries in his b'hrgain book 
the broker prepares Contract Notes to send to his clients, 
showing the amount of stock, shares, or other securities, 
bought or sold for^hem. 

The buyer is debited with the Transfer Duty in addition 
to the broker’s Commission and Contract Stamp. 

A Minimum Scale of Commissions is appended to the Rules 
and Regulations of the Stock Exchange. The scale fixes 
minimum rates of commission for jjifferent classes^ of 
stocks and shares : e.g Consols, on Stock ; Bank of 
England and Bank of Ireland Stock J% on Money ; Regis- 
tered Stocks on Money ; Shares, Registered or, Bearer, 
at a sliding scale according to price, from \d. to 2s. 6(1. pe^ 
* share, or where the price exceeds £25 per share, J% onTVIoney. 
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Ckmtract Stamp Duty is €td valorem, and is denoted by a 
special adhesive Government stamp used^nly for contract 
notes relating to the purchase or sale of securities. The 
rates are as follows : 

Where the value is £5 and does not exceed £100, Qd. 


For higher values 

8. 

d. 



8, 

d. 

not exceeding 

1 

0 

not exceeding £10,000 

10 

0 

1,000 

2 

0 

9t 

12,600 * 

12 

0 

1,600 

3 

0 

9f 

16,000 

14 

0 

2,600 

4 

0 

99 

17,600 

16 

0 

6,000 

6 

0 

99 

20,000 

18 

0 

7,500 

8 

0 






For values exceeding £20,000, - - £10 0 


For purposes of Stamp Duty, a contract note advising 
the purchase or sale of more than one description of stock 
or shares is deemed to be as many contract notes as there 
are descriptions of securities purchased or sold. 

By the rules of the London Stock Exchange a broker 
issuing a contract note must use such form as will provide 
that the words “ Member of the Stock Exchange, London,” 
immediately follows the signature. 

Where a broker carries through a transaction directly 
between two principals he must only receive brokerage 
from one of them, and the contract note must state that 
the bargain has been done between non-members. 

Dealings '' for Cash ” and '' for the Account.” — Just as 
some of the produce exchanges ^ provide facilities for “ spot ” 
and future ” dealings, so on a sim^ar principle may 
dealings in marketable securities be arranged for Casb, or 
for the Account. The difference is that, whereas every 
purchase or sale for cash results in actual delivery of stock 
and payment as soon as possible after the passing of the 
ticket, contracts for the account are not settled until the 
next “ Account-day.” Persons dealing for the Account are 
thus enabl^ to buy and sell the same stock J^ef ore payment 
and deUyery are due. Tickets for account dealings in 
^ See Chap. XV. 



n 


STOCK EXCHANGE 


47 


certain shares and ordinary stocks, dealings in which are 
numerous, are pifesed through the Clearing: House in the Stock 
Exchange, where purchases are set off against sales and the 
amount of stock or shares to be delivered by or to each 
member is ascertained, on a similar principle to that followed 
in the produce clearing houses. The object of this is to save 
the clerical work connected with the passing of names. Each 
member pays a fee for the service of clearing. 

The account system naturally facilitates speculative 
dealings, and indeed it was created for that object. It 
enables the “ Bull ” or the “ Bear (see p. 424) to deal 
for large amounts without taking or giving delivery, and 
without any disbursement beyond payment of “ Cover ” to 
the broker, if required, to secure the difference in the event 
of the market going against him. 

The Ordinary Settlement is fortnightly, and consists of 
The Mining Contango-day, 

The General Contango-day, 

The Ticket-day, 

The Account-day. 

There used to be a separate “ Consols Settlement ’’ held 
monthly, and a “ Special Settlement used to be fixed from 
time to time for new securities. But British and Colonial 
Government securities are not dealt in for the accoimt 
nowadays (1922), and all new issues have to be settled in 
the ordinary way, ior cash or for the account 

Contaiig:o or '' Continuation ” Day is the first day of the 
settlement, and marks the beginning of a new account. On 
this day clients who do not wish to complete their trans- 
actions may arrange with their brokers to “ carry-over ” 
until the next account. Ticket or “ Name Day is iiie day 
on which tickets are passed. Deliviery and payment 
are due on Account or ** Settlement ” Day — corresponding to 
“ prompt ’’ in produce dealings. 

Contango is* a term applied to fortnightly lq^ns*»use(^ 
, by Stockbrokers to enable their clients who have purchased 
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forward to “ carry-over from one account to the next, 
and a rate of interest charged for suchflofiftis is known as a 
contango rate. Contango money is obtained chiefly from the 
banks, and partly from “ Money Brokers.’’ The borrowers 
are called “ glvers-on,” and the lenders (who take in the 
stock for the time being) are known as ‘‘ takers-in.” 

The taker-in buys the stock at ‘‘ making-up price ” (i,e. 
the price ruling at 12 noon on contango or making-up 
day) and undertakes to resell it at the same price for the 
following settlement. 

The bull w’ho decides to carry-over does so because prices 
have gone against him, or have not risen enough to pay 
expenses, and he hopes for an improvement during the next 
account. The carry-over is recorded in a separate contract 
note called a Continuation Note. 

Backwardation. — If a bear wishes to carry-over, he must 
get his broker to borrow securities to deliver in fulfilment 
of his contract to sell. Now, just as takers-in lend money 
from one settlement to the next, so holders of stock some- 
times do the reverse by selling at one settlement on the 
understanding that they may buy back at the next. The 
charge for lending of stock to enable bears to carry-over 
is called “ Backwardation.” It should be noted that 
backwardation constitutes a fee, not interest, for whereas 
the taker-in lends money from one account to the other 
and charges interest thereon, the lender of stock does not 
part with any money. 

Usually there are more bulls who wish to carry-over 
payment than bears w ho wish to suspend delivery. So long, 
as bulls predominate, bears arc not charged anything for 
carrying over their bargains , on the contrary, they can 
charge a contango fate to the bulls they are accommodating. 
It is when bulls arc scarce that bears have to pay “ Back.” 

Oplit>i|$ in marketable securities are similar in principle 
to thofte relating to produce (see p. 428). The party who* 
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pays a premium for the option to buy is said to give for the 
call ; the seller oj a jput option is said to take for the “put. 
The following is an extract from a list of option prices 
issued by a member of the Stock Exchange for his clients : 

LATEST OPTION RATES 


Call or Put of 





24th Aug 2l8t Sept 

19th 0(t 

Brighton Deferred - 

24 


ll 

Caledonian Deferred 

1 


Chartered 

/104 


1/44 

Gold Fields - - 

1/6 


2/6 

Johnnies 

1'3 

i/6 

1/9 

Call of 

One 

Two 

Three 

month months 

months 

5 % War Loan 
Conversion l^oan 



M 

Consols - 





Option declaration da> s 

Pay Da>8 




Mining 

General 

lOt.h August 

3rd August 

4th 

August 

24th August 

18th August 

21st 

August. 

7th September - 

Ist September 

4th September 

2l8t September - 

15th Septembei 

18th September 

.5th October 

29th September 

2nd October 

19th October 

13th October 

10th 

October 


The double option costs, as a rule, exactly twice the single option. 

Option rates are quoted either per share or (in the case of 
stock) per cent. 

A dealer taking for the call or put generally covers his 
obligation by buying or selling for the account. Options are 
therefore usually vaTid for periods coinciding 's\ith the fort- 
nightly accounts, and if the holder wishes to close the bargain 
for the next Pay Day he must exercise his right on or before 
option declaration day, which is a day or two before the 
carry-over. 

As dealings in Government securities are only for cash, 
options relating to them do not coincide w’lth accoimt dates. 

“ Cum ’’ and “ Ex.” — ^When the tinfe draws near for 
payment of dividend or interest on any security, or when 
bonuses or new shares are offered to existing slfareho^ders 
^see p. 68), the price of the security is quoted either with* 

M.T. P 
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(cum) or without (ex) dividend, interest, or rights, as the 
case*may be. Thus quotations may marked 


cum 

div. 

ex 

div. 

(x.d.) 

cum 

int. 

ex 

int. 

(x.m.) 

cum 

new 

ex 

new 

(x.n.) 

cum 

rights 

ex 

rights 

(x.r.) 



ex 

coupon 

(x.c.) 


ex all 

Shares, etc., are quoted ex dividend on or near the day 
the transfer books of the company are closed for dividend. 
The exact day for quoting ex div. is fixed for each class of 
security by the rules of the Stock Exchange. 

Buying-in and Selling-out. — ^The issuer of a ticket is 
entitled to receive delivery within the time specified by 
the rules. Securities which are not delivered within that 
time may be bought-in in the market at whatever price 
may be demanded. The loss occasioned by such bu 3 dng-in 
is borne by the ultimate seller, unless he can prove there 
was undue delay in passing the ticket on the part of any 
member, who is in that case liable. 

A similar remedy is available to the seller of securities 
who does not receive a ticket within the prescribed time. 
He may “ sell-out ” against the buyer. 

Buying-in and Selling-out must be effected publicly by 
the ojBScials of the Bu 3 dng-in and Selling-out Department. 
An official goes to the various parts of the House every day 
to fulfil this duty. 

Default. — ^A member who is unable to fulfil his engage- 
ments is publicly declared a Defaulter ^y an official of the 
Hou«e called a Waiter,” who raps on a desk with a wooden 
hammer and reads out a notice callings attention of the mem- 
bers to the default. The defaulting member is then said to 
have been ‘‘ hammered,” and thereby ceases to be a member. 

Two members are appointed annually by the Committee 
to act as Official Assi^ee and Deputy Official Assignee 
rtepectively, whogfe duties are very similar to those of the 
Cfficial Reiver in bankruptcy, viz. to receive amounts 
owing from debtors and pay a dividend to creditors. . Each 
official assignee has to find security amounting to £1,000 
from vwo or more members. 
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PriTate fiEdlnreg. — ^The Stock Exchange Committee do 
not permit or Recognize any “ private arrangements ” 
between members. failures must be notified at once, 
and the estate administered by the ofiB.cial assignee, who is 
only concerned with claims arising from Stock Exchange 
trans8ictions, and admits none other to be proved against 
the defaulter’s estate. Creditors are not allowed to make 
any compromise with a defaulter giving private intimation 
of his inability to fulfil his engagements; they must at 
once communicate with the Committee, so that the default 
may be publicly declared in the House. 

Hammer Prices. — As soon as a defaulter has been 
‘‘ hammered ” the official assignee makes a record of the 
middle prices current in the njarket immediately before the 
declaration of default. Such prices are called “hammer 
prices.” 

All outstandiiigtransactions are closedat “hammer prices,” 
and accounts are settled as follows : A member who has 
bought stock from the defaulter at (s&y) 50 must sell back 
at hammer price. If the hammer price is lower — say 48 — the 
member loses £2 per £100 stock in the contract, and has to 
pay this diiforence into the estate If the member had sold to 
the defaulter at 50, he would deliver to the defaulter’s client, 
if the latter were wiUing to take up the stock ; or, if that 
were not possible, he would buy back at 48 (hammer price), 
and be credited £2 for every £100 of stock, which difference 
he would subsequently claim against the defaulter’s estate. 

Temporary Regulations, 1915>22. — For eight years after 
the outbreak of war in August, 1914, the Stock Exchange 
was controlled by the Treasury. During this time Account 
dealings were susx)ended. They were not resumed until 
May, 1922, but British and Dominion Government issues 
were left on a cash basis. 

During the first five months of the war the Stock Exchange 
w€U3 closed, and it was re-opened by permission of the Treasury 
on the 4th January, 1916, subject to certain conditions which 
were deemed necessary in the interests of the public. The 
object of the Temporary Regulations imposed by the ^Trea- 
sury was (o) to safeguard the London Market agains^ forced 
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realization of securities and against operations for the purpose 
of depressing prices, and (b) to close the Ma^et absolutely to 
the enemy. 

The regulations authorized the Committee “ at their discre- 
tion to fix a minimum price for any security below which no sale 
may take place,’* and provided, among other things, that 
“ no new * time bai'gains ’ bo allowed.” At the same time the 
Treasury formulated a scheme, m which the Bank of England 
concurred, whereby Account to Account loans could be con- 
tinued, subject to payment of interest fortnightly, until after 
the end of the war. Effect was given to this scheme m a set of 
Emergency Rules issued by the Committee. 

With the suspension of Account to Account dealing's 
bulling and bearing naturally ceased. Options also ceased, 
although call options were still offered by “ outside ” dealers. 
It W€is therefore impossible to speculate for a fall m prices, 
and the only way to speculate for a rise was to buy a call 
option, or purchase securities for cash. Speculators succeeded, 
however, m increasing the value of their operations by pur- 
chasing on a margin of say 5% to 20% of the value of the shares 
purchased, the latter being deposited with the bank or broker 
as security for the amount advanced. 

The fixation of minimum prices and the abolition of bearing 
have the effect of preventing sudden price depression, but the 
inherent value of a security depends ujion the benefit an 
investor can derive from it, anti cannot be permanently 
mamtamed by restrictions being put m the way of selling it. 

Outside Brokers. — Those brokers and dealers who are 
not members of a stock exchange are called outside brokers. 
Being independent of the exchange, t|jey are not bound 
by its rules except in so far as they may happen to 
deal with inside brokers. Most outside brokers advertise 
in the press, and some even run a special newspaper 
to encourage the public to deal with them, and in addition 
to buying and selling for their clients, offer them oppor- 
tunities for speculating by buying options, purchasing 
securities by instalments with a view to resale, and buying 
and selling forward “ on cover.” c 

c Ouisidft firms who offer facilities for operating on cover 
or margin are sometimes known as “ bucket shops.” 



II 


STOCK EXCHANGE 


53 


Provinoial Stock Exchanges. — There are local stock 
exchanges at Birmiitgham, Bristol, Cardiff, Leeds, Liverpool, 
Manchester, Newcastle, Edinburgh, Glasgow, Belfast and 
Dublin. They are of less importance than the London 
Stock Exchange, and do not separate the functions of 
brokers and jobbers. 


Exercise 2. 

1. Write notes on the history of the London Stock Market. 

2. What are marketable securities ? Give some examples 
of British Government Securities, and explain their main 
characteristics. Define “Currency Bond” and “Sterling 
Bond.” 

3. Explain lully what is meant by a Debenture. 

4. Explain : J nterest ; Dividend , Pref . Share ; Ordy. 
Sliare ; and Deferred Share. 

6. What is the difference between Stocks and Shares ? 

6. Mention some examples of Inscribed Securities, and 
explain how a traiLsfer of such securities is effected. 

7. What are Registered Securities, and how are they 
transferred ? 

8. Define and give examples of Bearer Securities. Why is 
it usual for a holder of bearer securities to entrust the scrip to 
his banker for safe custody ? 

9. Define (a) Gilt-Edged Securities, and (b) Floaters. 
Mention some examples of each. 

10. Explain; “Free of Income Tax”; Nominal Value; 
Market Value ; Yiejd ; Insurance against Redemption at Par. 

11. State the functions of (a) Brokers, (6) Jobbers, and 
(c) Clerks on the London Stock Exchange, and the principal 
regulations regarding each form of Membership. 

12. What IS “ the jobber’s turn,” and why does it vary 

(a) in the case of different securities, (6) in the case of the same 
security from time to tune ? (S.A.tpc.II.) 

18. Explain : Marking ; Settling Room ; Name Ticket ; 
Split Ticket ; Contract Note. • • 

14. Without going into details, make an approximate 
statement of fees and duties payable on thi transfer of 
registered securities, and state to whom such expeftscs are 
chargeable. ‘ 
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16. State what you consider would be the advantages and 
disadvantages of fixing minimtun pi^iceai for marketable 
securities, and making “ bearing ” on the Stock Exchange 
illegal. 

16. Explain : Contango ; Backwardation ; Option ; Out- 
side Broker ; Cover. 

17. Write notes on “ Buying-in ” and “ Selling-out *’ ; 
Default ; Insolvency ; Hammer Price ; Emergency Rules. 

18. Define carefully the word “ dividend.” Explain (a) the 
terms “ ex div.” and “ cum div.” as used in relation to the 
price of securities, and (6) the difference between a dividend paid 
on shares and a dividend paid from a bankrupt’s estate. 

(U.E.I.sw.Adv.) 

19. How would you distinguish between a speculation and 

an investment ? (S.A.tpc.ITI.) 

20. State shortly the meaning of the following terms and 
abbreviations : 

(a) ex cp. (b) ex new. (c) Option declaration day. 

{d) ex in. (e) L.S. 



CHAPTER III. 

NEW UNDERTAKINGS. WAYS AND MEANS. 

Enterprise. — ^The first aim of any new business unit is 
either (a) to acquire an interest in or control of an existing 
undertaking, or (6) to attempt a new undertaking. The 
latter is the more risky course, and for that reason the 
individual of small means is usually more interested in the 
offer of an already established business than in proposals 
to create a new one, because in considering such an offer 
he may ascertain before committing himself exactly what 
profit the would-be Vendor is making. 

Baying a Business. — Small retail businesses not infre* 
quently change hands through the introduction of wholesale 
firms, who are sometimes asked if any one of their customers 
wishes to dispose o^iis business ; but the press is probably 
the most potent of all intermediaries between buyers and 
sellers of business interests. The insertion of one or two 
advertisements in the trade journals, or a perusal of the 
“ Businesses for Sale column in the dail}^ press, will soon 
show a would-be purchaser that there are many people only 
too anxious to sell. Another method tis to apply to •a 
transfer agency, but of course a commission has to be paid 
to the agent if Ipisiness results. • 

• * • ( 

• Perhaps the most obvious question that arises in th^ mind 
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of the shrewd buyer is : Why does the present owner wish to 
sell ? The reasons most commonly given tare : 

“ Ill-health ” ; 

“ Going abroad ” ; 

“ Leaving the neighbourhood ; 

“ Capital required for other purposes ” ; 

“ Death of the Proprietor.” 

There is nothing to criticize in the last-mentioned reason, 
but the others may, or may not, be satisfactory. Ill-health is 
often the result of non-success, and if better attraction elsewhere 
decide the owner to sell up, one wonders whether the business 
offered for sale has any attractions at all. 

A man retiring from business on accoimt of advancing years 
may, instead of selling outright, put in a manager or junior 
partner imder an agreement by which the business passes into 
the latter’s hands altogether after a term of years. If the 
terms of the agreement are all right, no method could be safer 
or more satisfactory from the buyer’s point of view. 

Whatever the vendor’s motives may be, the prospective 
buyer is mainly interested to see what the net proflts have 
been for the last few years. The amount of capital required 
must be in keeping with the size of the profits, and if the 
books of account have been kept properly and certified 
correct by a reputable firm of Auditors, the net profits will 
be correctly shown. In small retail businesses scientific 
accounting is the exception rather than the rule. The 
prosperity of such a business may best be judged on the 
basis of the Returns (t.e. the gross tc^ings), the Expenses, 
the Average Front in amount and as a percentage of sales, 
and the Averasre stock. The vendor must, of course, sub- 
stantiate his statements by producing proper records. 

As regards the material assets which are to be sold with 
the business, the vendor will first show details of these in 
a* Balance Sheet, wHich will also reveal the extent of his 
liabilities. 

« c 

Fbr pxirposes of illustration we will imagine that a young 
man Vishing to take up a retail business on his own account 
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has received an offer which seems to be worth considering, 
and is shown th% following balance sheet : 

ASSETS AND LIABILITIES 
as on 31st January, 1923. 

Dr, Cr, 


£ 

8 , 

d. 

£ 

8 . 

d. 

To Sundry Creditors ; 



By Cash in hand 19 

0 

0 

Rentf Rates db 



at bank 100 

0 

0 

Insurance - 26 

0 

0 

„ Sundry Debtors 



Taxes - - 10 

0 

0 

£160 0 0 



Trade Creditors 250 

0 

0 

less 2J% 4 0 0 



Wages - - 16 

0 

0 

156 

0 

0 

„ Capital - - 1,700 

0 

0 

,, Stock - - 1,600 

0 

0 




„ Fixtures - 125 

0 

0 

£2,000 

0 

0 

£2,000 

0 

0 


The Cash is not, of course, for sale ; there would be no 
sense in buying cash. If, instead of having £100 to his 
credit at the bank, as above, the vendor had overdrawn 
his account, he would probably settle that himself. 

The Debts due to and owed by the firm may be taken 
over by the purchaser to collect and pay, or the contract 
of sale may provide that the vendor pays his own debts 
and collects his own accounts. In any case the purchaser 
would not be likely to pay full net value for the book debts, 
8is he might not be able to collect them all, and some of the 
debtors might keep him waiting a long time. Allowances 
would be made for discount, and for bad and doubtful 
debts, or the book debts would be collected on behalf of 
the vendor. 

Stock and Fixtures usually represent the greatest value 
in the transaction. In the balance sheet these are shown 
at the vendor’s valuation, which may be higher than the 
purchaser is prepared to pay. In many cases both parties 
agree that the stock and fixtures shall be transferred “ at 
valuation,” which means that a Ucensed valuer will be 
employed to value the property, and both parties agree to 
accept his estimate as correct. 

So far, tihe^, the purchaser pays for the st^ick, fixtures 
and any other assets taken over, at an agreed «v&lnatio9^, 
minus the amount of any creditors left to him to dSal with. 



58 TRADE, TRANSPORT AND FINANCE chap. 

But this is not all. In addition to acquiring the tangible 
assets mentioned above, the newcomev hfts the advantage 
of slipping into his predecessor’s shoes — of serving his 
customers, and continuing the business in full swing. If 
the business is a profitable one this privilege is worth 
something. It is called “ Goodwill.” 

^Goodwill. — Lord Eldon defined goodwill as “ nothing 
more than the probability that the old customers will resort 
to the old place,” and it has been described by another 
judge as “ the chance or probability that custom will be 
had at a certain place of business in consequence of the way 
in which that business has been previously carried on.” 

The sale of goodwill involves an implied and legal 
imdertaking on the part of the seller not to canvas any of 
his former customers. Usually the buyer requires this 
undertaking to be extended and defined in writing in the 
form of a Radius Agreement. By means of such an agree- 
ment the seller undertakes to refrain from opening up a 
business of a similar nature within a certain radius (say 
five miles) for a period of say five or ten years. If the 
retiring owner’s motives are. sincere he will not object to 
signing a long agreement. 

No radius agreement is enforceable against a bankrupt 
whose business is sold up by order of the court to satisfy 
his debts. 

Goodwill is not always attached to a locality, and defined 
in a radius agreement. It may extend all over the world,* 
and a registered Trade Marie is often an iifiportant part of it. 
In this connection it should also be remembered that it is 
not possible to assign a trade mark unless together with 
the goodwill of the business to which it attaches. 

As to how much ought to be paid for goodwill, that is a 
problem for which^no golden rule could be formulated. 
The value of goodwfil is whatever the purchaser is willing to 
pay, and tlje vendor to take for it. The buyer may take 
•^he goddyrill on the basis of a “ three years’ purchase,” 
which ikieans that he agrees to pay for it a sum equivalent , 
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to the total net profits realized during the last three years. 
The aggregate ndt profits from two, three or any number 
of years* trading form a convenient basis for agreement 
between the vendor and purchaser, but the number of 
years that would represent a fair price must depend entirely 
upon circumstances, and to a large extent upon the tendency 
of profits to increase or decrease, as may be seen by coil- 
paring these two cases : 



Business “ A ’* 

Business “ B.‘ 

1919 

£800 ‘ 

£1,200 

1920 

1,000 

1,000 

1921 

1,200 

800 

Total Net Profits - 

£3,000 

£3,000 


In both cases the aggregate net profits for the three years 
amount to £3,000, but it is easy to see which of the two busi- 
nesses appears to be the more promising. Even though, 
however, allowance be made for the tendency of profits to 
increase or decrease, the net profits themselves may be a 
deceptive criterion of what the business is likely to be worth 
under different management. 

It should be noted that “ 3 years’ purchase ” would be a 
very stiff price for goodwill in the case of most small retail 
businesses; The vendor might be satisfied with one year’s 
purchase, or a round sum, say £100, or nothing at all. 

In the retail, wholesale and manufacturmg trades it is at 
least probable that the newcomer will be able to keep the 
customers together if he lives up to the reputation of his 
predecessor. But fn the professions such is not the case. 
The goodwill of a doctor, a dentist or a solicitor lies mostly in 
his own personality and skill. The same applies to trades 
such as tailoring, where the personal element is stronger than 
in mere buying and selling. 

Another question which may infiuencothe value of good- 
will is, whether the business is carried on on a cash or a 
credit basis. If a trader has been in the habit^of allowing 
his customers fong credit, his successor will probably, have 
•to do the same. 
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The value of goodwill may be influenced by the terms of 
the lease. If the premises are taken uftder a more than 
usually favourable agreement, that alone is worth some- 
thing, whereas an onerous lease at a high rental must act 
as a deterrent to the prospective buyer. 

Generally speaking, goodwill has no saleable value at all 
fkiless the profits are really attractive, and sufficient to 
induce the prospective buyer to take on the business in 
preference to starting a new one for himself. Quite fre- 
quently a purchaser cannot be found at all, although 
nothing is asked for goodwill, because the stock is too large, 
or unsuitable, and nobody can be persuaded to buy it except 
at a ruinously low valuation. But many a decrepit business 
has been brought back to life and prosperity by the pro- 
prietor himself floating a company to take it over. 

In all cases the prospective buyer is entitled to a thorough 
inspection of the books, and the services of an accountant 
are frequently summoned to make a proper report. If the 
vendor deceives the purchaser by misrepresentation, the latter 
is legally entitled to claim damages to the extent of his loss 
through such misrepresentation ; but such things are difficult 
to prove after the event. 

The proprietor who has built up his own business does 
not usually include goodwill at all in his accounts or balance 
sheet, as it is not a sufficiently tangible thing to include 
among his assets. Even if he is certain that he could sell 
his goodwill if he wished to do so, the proprietor could not 
ascertain its value without selling it. If a business is sold, 
the buyer includes goodwill as an asset in his first balance 
sheet at the price he paid for it, because he wants to show 
that the various ja^sets he has purchased, allowing for 
liabilities, total up to the purchase price. Each year or 
half year, yhen he makes out a fresh balance sheet, he will 
^^uce*the value of goodwill by say 10% or 20% or more, 
until it disappears altogether. • 
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If at a future date the purchaser should wish to sell his 
business, or takes |i partner, the question of goodwill would 
crop up again, and, as in the first instance, it would be a 
matter for bargaining. 

For purposes of death-duty the Commissioners of Inland 
Revenue assess the value of goodwill if it has not yet been 
sold. Their assessment is usually considerably below the 
figure the goodwill would be likely to realize if it were sold. 

Choice of Site for a New Business. — ^To a retailer whose 
business it is to attract the shopping public, a suitable site 
where people “ go shopping ” is essential to success, and an 
extra £50 a year in rent may mpan £500 a year more profit. 
A dealer in necessaries,” on the other hand, may make a 
fortune in a working-class neighbourhood, where the turn- 
over is good and the rate of profit satisfactory. 

For a mail-order business the city has at least the advan- 
tage of facilitating supplies. But a wholesale warehouse- 
man must occupy a central position with good communica- 
tions, for he wants his retail customers to come from neigh- 
bouring towns to see him. 

The question of lease is important. If premises are taken 
on a two or three years’ agreement the tenant is at the mercy 
of the landlord at the expiration of that tune, and if the 
neighbourhood develops and business becomes correspondingly 
more brisk, the landlord will not fail to raise the rent. On the 
other hand, a long lease means worry for nothing if the busmess 
should prove unsucctssful. In such an event the tenant can 
sell the remaining term of the lease, but he is still liable to 
the landlord for rent and maintenance if the sub-tenant makes 
default. He can only transfer his liability on the lease with 
the consent of the landlord, which the latter would not be 
likely to give unless he had reason to believe that the new 
tenant was a substantial person. If the landlord can be got 
to agree, a shrewd way is to start off with a short lease, and 
get the option of renewal. 

In choosing a site for the erection of a facfbryjmany 
more considerations have to be studied. The manutajgturer 
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is much less boimd to the town than the merchant, though 
in the case of subsidiary trades engagpd in supplying 
material or component parts for other factories, proximity 
to customers is of course desirable in order to obtain 
business and to secure prompt understanding on details 
concerning the execution of contracts. 

A site in the country or outer suburbs is cheaper than 
a town position, and usually offers more facility for exten- 
sion as the industry develops. It is not always easy, how- 
ever, to obtain labour in rural places ; the town attracts 
workpeople more than the tranquil countryside. More- 
over, housing accommodation is not always plentiful. 
Prompt supply of raw material and accessibility to markets 
are important factors, and in the heavy trades a railway 
siding or a canal alongside the works may save in cartage 
the difference between a profit and a loss on working. 

A merchant may successfully plan his office or warehouse 
to fit the premises at his disposal ; but to obtain technical 
efficiency in manufacture the scheme ought, if possible, to 
be planned beforehand by experts, and drawings of and 
detailed reports on various sites compared. A copious 
supply of water is indispensable to some industries, and for 
others the local restrictions regarding smoke and poisonous 
fumes may be of great moment. Space for storage, dump- 
ing of slag, etc., and the possibility of extension, the mode 
of tenure, local bye-laws, drainage and» availability of gas, 
electricity, water and power are other items that must 
figure in the report. 

Some activities are of course inseparable from the town, 
where accessibility to the port, to customers, trade ex- 
changes, the banks, post office, etc., cannot be sacrificed 
to any other coifsiderations. Similarly, in the case of 
banks, insurance companies and the like, the prestige of 
the cojicerfi depends to a great extent upon the occupation 
“of imgo&ig buildings in a suitable environment. 
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Capital and Revenue. — ^In all business undertakings the 
nature of Revenue is^such that it follows, and is indeed the 
result 6f Expenditure : the trader or producer must have 
some saved-up income or wealth with which to start and 
maintain his enterprise. This saved-up wealth is called 
“ Capital,” or Fixed Capital when it is used to acquire 
assets for permanent use in trading or manufacture, and 
Circulating Capital if it is spent in goods or material to be 
turned into goods for sale. 

The financial accounts of a business may be divided into 
two categories, relating respectively to (a) Capital, and 
(6) Revenue. Money received from shareholders in pay- 
ment of shares and money borrowed for long periods, belong 
to the first class, whereas money received from customers in 
the ordinary course of business, or from bills discounted 
and short loans in anticipation of payment by customers, 
is classed as Revenue. On the other hand, Capital Expenditure 
is expenditure on fixed assets, whereas Revenue Expenditure 
consists of disbursements for goods, wages, etc., and 
establishment charges. 

In considering how much capital he will require, the 
industrial undertaker must first ascertain the amount that 
will have to be raised as fixed capital, to purchase and instal 
the necessary equipment. In addition to this, money will 
be required to purchase material, stores, fuel, etc., and 
pay wages, salaries and general expenses ; but money laid 
out for such purposes, and in execution of orders received, 
may be expected to return in the prices received for the 
finished product, to be invested again in the work of manu- 
facture, and thus to circulate in and out of the under- 
taking, always leaving something behind — ^it is hoped — ^for 
profit. The amount of such circulating capital is in most cases 
less than that sunk in the fixed assets, and may even be sup- 
plied by the raising of loans on the security of such assete. 

In the merchant’s business, however, it is the circulating 
capital which predominates, for the merchant's business 
consists of ex^anging money for goods, and,..^thou^ 
/bitering their form, turning the goods back agaka into 
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money. Salaries and wages, which must also be paid out 
of the circulating capital, are of comj3arativery small 
importance, for the merchant must woA on a large turnover 
and a small margin for expenses and profit. The fixed 
assets of many large commercial undertakings, having no 
productive equipment, warehouse accommodation or 
vehicles of their own, are confined to the office furniture, 
typewriters, etc. The capital of the large retail under- 
takings, however, is invested to a greater extent in fixed 
assets, consisting of a more costly interior, and, in many 
cases, buildings and equipment purchased by the company 
or specially designed for the purpose. 

In the first instance business undertakings are usually 
financed by their own proprietors the sole trader who uses 
his own capital, the monied partner of a firm, the share- 
holders who risk their savings in a company, the founders 
of co-operative societies, etc. Part of the capital may be 
borrowed, however, and a company may in the same 
prospectus invite the public to subscribe for shares and 
debentures. 

The original share and loan capital may be increased for 
purposes of extension by 

1. Issuing new shares ; or 

2. Issuing debentures ; 

and the capital resources of a firm or company may be 
further increased by 

3. Private borrowing for long periods. 

Temporary additions to the Circulating Capital are made by 
discounting bills, and short term borrowing, whereby the 
entrepreneur may increase his turnover without incurring 
a permanent burden of debt, on which interest must be 
paid. Moreover, short loans may be obtained at cheaper 
rates than long loans. 

Issue of Capital. — Shares offered for public subscription 
are of course payable in cash ; but consideration for other 
slrtires may be givdh in kind, as where for instance a com- 
pany is formed to take over an existing undertaking, and 
paymept ot part payment is given in shares of the new 
tsompapy. Similarly Founders’ or Management Shares 
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are issued in exchange for assets contributed to the under- 
taking, or for ser^cei. 

A prospectus inviting the public to take shares usually 
requires applicants to deposit part of the nominal value 
(not less than 6%) on Application, a further sum on Allotment, 
and the balance at specified dates when the company will 
make cans on the shareholders. Thus, where £1 shares 
were issued, the terms of issue might be expressed as : 

28, 6c2. on Application. 

Is, 6d. on Allotment. 

68, Od^ on 1st Call, 15th July. 1922. 

6s. Od, on 2nd and Final Call, 16th Sept. 1922. 

20s. Od. 

The Form of Application attached to the prospectus 
usually states the name of the company’s bankers, to whom 
applications and cheques are to be sent If this is done, all 
the financial work connected with the issue is undertaken 
in the ‘‘ Issue Department ” of the bank. 

The Application List is submitted to the directors, and 
Letters of AUotment are sent to successful applicants. If 
the issue be ovpr-subscribed. Letters of Regret are sent to 
those persons whose applications have been refused, 
together with a cheque returning their application money. 

The articles may provide that the company has the right 
to agree to a surrender of shares, or to forfeit the shares of 
members who fail to comply with a Call Notice. 

The Authorized, Nominal or Registered Capital is the amount 
of capital stated 8n the Memorandum of Association, 
and on which duty is paid. That part which is allotted 
to vendors and offered for subscription is called the 
iBBued Capital ; any balance not issued is termed the Unissued 
Capital, and may be issued later without altering the 
Memorandum. Clearly the Subscrihed Capital, viz. that which 
has been actually taken up, may be of less amount 
than tike issued capital ; and of the subscribed capital part 
may be CaUed-np Capital and part UnoaUed Capital. Th^ botual , 
iponey received from shareholders is termed the Add-up 
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Capital. Any amount of paid-up capital which may have 
been surrendered or forfeited is shown on ‘the balance sheet 
as a liability, until such time as it may be re-issued, and 
taken up by another shareholder. 

Shares and debentures may be issued at par, or at a 
premium ; and debentures may be issued at a diacount. But 
it is illegal to issue shares at a discount, though a Commission 
may be allowed to Brokers on subscriptions obtained 
through them, or to Underwriters who guarantee to take 
up any balance of shares not applied for to safeguard the 
company against the risk of having to wind-up because the 
minimum subscription (p 16) has not been received 

If shares or debentures are issued at say £102 for every £100 
face value, the preiiiiuin of £2 per cent, may be regarded as a 
profit ; but it is usually entered as a Reserve on the liabilities 
side of the balance sheet. 

If debentures are issued at say 97, the discount of £3 per cent, 
is shown as an asset in the balance s licet, eitlier separately 
or included m the Preliminary Expenses, ^uch assets are 
gradually “ written off ” out of profits, in the same way as 
the amount paid for Goodwill. 

The date on which every call will be made is usually 
stated on the prospectus. If, however, part of the capital 
is to remain uncalled for an indefinite time, the unpaid 
portion is a cojitingent liability on the shareholders, who 
may be required at any time to complete the amount. 
Many banks and insurance companies have a large uncalled 
capital, but the Articles will be found to contain a proviso 
that the unpaid portion shall only be called in the event 
of a winding-up. The uncalled capital affords additional 
security to creditors, but it is a hindrance to shareholders 
'lyho wish to sell th[eir shares, and it is doubtful whether, on 
the winding-up of a large company, whose shares are in the 
hands of both rich investors and those of limited means, 
the full amount could be called in. If no restrictions are 
placed on transfer the security is far less. 
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Example. — Suppose a company is floated to purchase and 
develop a manufi^turing business, the Vendors agreeing to 
sell for £300,000, and^to accept payment of half the pui*chase 
price in caah, and the balance m shares. 

The Company has been registered with a Capital 

of (say) £600,000 

Of which are offered for Public Subscription — 

160.000 7^% Cumulative Preference Shares of £1 each and 

200.000 10% Ordinary Shares of £1 each. 

And issued to the Vendors — 

160.000 Deferred Shares of £1 each. 

600.000 

Assume that the 360,000 shares offered to the public have 
been fully taken up, but that 200 shares (on which £100 had 
been paid) have been surrendered or forfeited, and £900 remains 
due to the Company in respect of Calls in arrear. The Companj^ 
has therefore received from its shareholders in Cash - £349,000 
Out of which sum are paid — 

(а) the Preliminary Expenses incurred 

in floating the company, includ- 
ing brokers’ copimission, say - £6,000 

and 

(б) half the Purchase Price payable to 

the Vendors in cash as agreed - 160,000 


Leaving a Cash Balance of ... £194,000 

The Company’s affairs might now be roughly stated as 
follows ; 

Liabilities 
iibscrlbed and Paid-up 
Capital 

150.000 7i% CuBfi Pref 
Shares ot £1 each £1 50, §00 

Deduct 200 shares 
forfeited - - 200 

£149,800 

Deduct Calls in 
arrear - - 400 

£149,400 

200.000 10% Ordy. Shares of 

£1 each - - £200,000 

Deduct Calls in 
arrear - - 500 

100,500 

150.000 Deferred Shares of 

£1 each, fully paid - - 150,000 

Forfeited Shares A-Zc 
(Amount paid) • • 100 

£499,000 


Assets 

Leasehold Propert\ - - £35,000 

Plant , Miiehiner\ and Fixt iir“s 115 000 
Stoek-in-trade - - - 00,000 

CoodMill - - . - 90.000 

{Purchase Price) - - " - £300,000 

Prcliininar> Expenses - - .5,000 

Cash at Bank - . - 194,000 



•£499,000 
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In issuing shares of different kinds, or debentures as well 
as shares, the intention of the directorate may be to attract 
the largest number of investors. The prudent investor 
can be persuaded to apply for debentures or preference 
shares, whereas ordinary or deferred shares would offer 
greater attractions to the speculatively inclined. 

Vendors’, Founders* or Management shares usually give 
a deferred right of dividend. The willingness of the 
vendors or founders of a business to forego participation in 
profits until the money subscribers have had their dividend 
is a sign of good faith and confidence in the undertaking ; 
at the same time such deferred shares may give the vendors 
or founders the lion’s share if the business is successful. 

In raising additional capital for purposes of extension, 
the directors’ sole consideration should be the interests of 
present share and debenture holders. Members of a 
prosperous company have no desire to share their benefits 
with outsiders. They may therefore resolve that the fresh 
capital required be raised by the issue of debentures or 
preference shares, which will only absorb a limited amount 
of the profits, or, if debentures have already been issued, 
to issue “ 2nd debentures ” on conditions which shall not 
prejudice the interests of holders of the first series. What- 
ever the terras of the new issue may be, but particularly 
where new shares are to rank pari passu with other pre- 
ference or ordinary shares, existing shareholders are given 
a prior right to subscribe for the new shares. If the issue 
is attractive, such rights increase the* value of the old 
shares, making a difference between the ‘‘ cum new ” and 
“ ex new ” quotation. The right itself may be transferred 
by means of a Letter of Renunciation. 

A prosperous company may increase its share capital in 
order to bring dividends into more reasonable proportion 
to'^the nominal value of the shares. Extraordinary profits 
may also be disposed of by means of cash bonuses or bonus 
shares niistributed among the shareholders. Where the 
number* of founders’ or bonus shares for which no cash has 
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been paid is excessive, the capital is said to be “ tmtered,** 
and naturally th# mere the capital of -a company is watered, 
or inflated, the less will be the dividend payable on the 
cash shares. 

Ways and Means. — The duty of the Cashier, Chief 
Accountant, or other official in charge of the Financial 
Department of any business, is to keep accurate records of 
income and expenditure, and to provide the management 
with reliable and up-to-date figures to enable them to shape 
their business policy in accordance with available funds, or 
to find more funds if necessary. 

In a company the Secretary is usually answerable to the 
directors for the work of the Financial Department, and 
reports periodically to them, or to a Finance Committee 
appointed by the Board. 

The following is a typical example of Financial Return, 
or Statement of Ways and Means, submitted to the Finance 
Committee of a company engaged in importing and general 
merchant business. 

STATEMENT TO FINANCE COMMITTEE. 

Dated 25th Sept., 1923. 

Resources. 

£ s. d, £ 8, d. 

Cash in hand - - - - 52 14 6 

On Current A/c •- - - 1,149 6 4 

1,201 19 10 

On Deposit A/c 1,500 - - 

Bills Receivable, due Oct. - - 4,094 14 9 

due Nov. - 3,552 3 5 

7,646 18 2 

Outstanding A/cs, due Oct. - 142 15 10 

duo Nov. - 463 8 9 

606 4 *7 

Investments 2,250 - - 

“ Gracefield ” shipment, due 15th Oct., approx. £3,^00 
“ Marie Theresa ” ,, 10th Nov., ,, 4,50C 

Burmah Contract : Progress Payment due 30th Nov., £550. 
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Commitments. 


Bills Payable, due Oct. 

due Nov, 

Trade Creditors’ A/cs, due Oct. - 
due Nov. - 

Establishment Charges 

including Salaries (say) Oct. 

Nov. 



16. 

d. 

285 

16 

4 

340 

14 

8 

604 

7 

7 

861 

12 

6 

190 



190 

- 

- 


Debenture Interest 
Dividends - 


£ a. d. 
626 11 -- 
1,366 - 1 

380 - - 


Our shippers at Tangier, Habib Jadid <fe* Co., estimate their 
requirements for October purchases and shipments as 
follows : 


Oct. 3 T.T. Frs. 20,000 @ 50 say £400 
„ 10 „ „ 20,000 „ „ 400 

„ 17 „ „ 20,000 „ „ 400 

„ 24 „ „ 20,000 „ „ 400 

„ 31 „ „ 12,000 „ „ 240 


(say) £1,840 

Both in the accounts of the company and all financial 
returns, Capital Receipts and Expenditure should be 
recorded separately from Revenue. When shares or 
debentures are issued a separate current account is usually 
opened at the bank, to which application, allotment and 
call moneys are debited, thus keeping receipts of capital 
quite distinct from revenue. It is convenient to extend 
the principle by drawing against this jiccount for payments 
to vendors, contractors for extensions, and all capital 
expenditure, so that the credit side of the account shows 
how the capital has been applied. 

The Balance Sheet. — DeHnition. — The balance sheet (B/S) 
of a business is a concise statement of its financial position 
At a certain date.# It is usual to arrange the property of the 
firm, including outstanding accounts due from customers, 
etc., on ^he right-hand side of the balance sheet, headed 
“ Assets ; and the debts owing by the firm on the left-hand 
side, headed “ Liabilities.” 
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A balance sheet is not merely a statement of assets and 
liabilities. In ordef to depict faithfully the financial 
position of the undertaking, items must be inserted in the 
balance sheet which are neither property nor debts. Such 
items as Preliminary Expenses and Debenture Discount are 
included among the assets in order to account for part of 
the amount shown on the other side for paid-up capital 
and debentures. Among the liabilities appear such items 
as Reserve^ Forfeited Shares^ Share Premiums, Dividends 
due, and Profit and Loss Ajc {Dr balance), because they 
represent profits set aside instead of being distributed to 
the shareholders. 

Liabilities and Capital. — It will be noticed that on the B/S 
of a joint-stock bank reproduced on p. 97, the amount of 
capital contributed by the shareholders, dividends due, 
and accumulated profits are totalled and shown quite 
apart from the bank’s liabilities to depositors, etc ; whereas 
the B/S of a trading and manufacturing company shown on 
pp, 74-5 shows sundry creditors between capital and accumu- 
lated profits, and includes dividends due to preference 
shareholders with liabilities to creditors, although share- 
holders are not creditors, but members of the company. 

The capital of a sole trader or a partnership firm is the 
excess in value of assets over liabilities. In a partnership B/S 
each partner’s share of the capital may be shown in one amount, 
or a detailed statopient may be given, showing the amount 
contributed by each partner %,ccording to the partnership 
agreement, plus or 7mnus advances or withdrawals, profits 
or losses, interest and salaries (if any). Profits may also be 
set aside for Reserves and Sinking Funds. 

The paid-up capital of a company remains unaffected by 
profits and losses. 

If a trader's liabilities are greater than'his assets, the tracer 
is said to be insolvent. The B/S of an insolvent individual 
or firm ought to show the Deficiency on the asset^ •side, to 
^ make the two totals agree. In the case of a compsmy, the 
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amount of the share and loan capital remains on the liabili- 
ties side at the nominal value (withoutvdiseount or premium) 
contributed, but if the company has lost money instead of 
increasing its resources, its B/S will show no reserves, and 
the accumulated losses must appear on the assets side as 
a Debit Balance of Profit db Loss Ajc 

Grouping of Assets. — ^Assets are usually grouped in such a 
way as to separate property which is more or less perma- 
nent from those debts and cash items which are immediately 
available for payment of liabilities. A clearer view of the 
position may also be obtained by “ marshalling ” the 
assets in order of liquidity, those which may be most easily 
realized being placed at one end of the list, and the fixed or 
permanent assets at the other. Trading and industrial 
concerns usually show fixed assets first and cash last ; banks 
and other financial houses show cash as the first item on 
the assets side. 

Fixed or Permanent Assets , — ^Referring to the B/S shown on 
pp. 74-5 : Land, Buildings, Plant and Fixtures maybe classed as 
fixed assets. They constitute the company’s permanent equip- 
ment used m carrying on the undertaking, and are not for sale. 

Intangible Assets , — Goodwill and Patents are also of a 
permanent nature, but they are not rnateriail goods. The 
value of goodwill and trade marks depends upon the success 
of the undertaking, and cannot be ascertamed except by sale. 
The same applies to patents, in so far that an unsuccessful 
patent would not be likely t^^nd a purc^iaser. In a properly 
drawn-up balance sheet the value of these “ intangible assets ” 
is shown separately, and not added to fixed assets as “ Plant 
and Patents,” or what not, for such a mixture of items betrays 
an attempt to conceal the true facts, or to make the realizable 
assets look as if they were worth more thaiv they are. Special 
Jigs and Tools, Templates, Working Drawings and Patterns par- 
take of the nature bf intangible assets to the extent that they 
are assessed at their productive, rather than their saleable value. 

Circulating Assets, — Stock-in-Trade, Sundry Debtors on 
open ^counts. Bills Receivable, and Cash are included in this 
group*, because it is their fimction to circulate in and out of 
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the business. They are the circulating capital of the business, 
referred to on ^ 63. Money items which are immediately 
available for payment may be further classified as 

Liquid or Fluid Assets, — Cash in hand and on current 
account at the bank is the most liquid form of property, and 
is therefore shown first in the balance sheets of banks — except 
that of the Bank of England. Cash on deposit. Bills Receivable 
(if they can be discounted), and Marketable Securities all form 
an immediate reserve of fluid capital which may be released 
at once or at short notice. Bills may be discounted before they 
fedl due, and investments pledged as security for a loan, or sold. 

Fictitious Assets. — ^Under this headmg may be mentioned 
Preliminary Expenses, Debenture Discounts, etc. In the 
balance sheet shown on pp. 74-5,the only fictitious asset (Issue 
expenses) is deducted from the only fictitious liability (Premium 
A/c) on the liabilities side. 

Uses of the Balance Sheet. — ^A balance sheet is of use to the 
Proprietors, in giving them a clear view of the financial 
position of their business. Holders of shares or debentures 
in a company are legally entitled to receive a statement in 
the form of a balance sheet (see pp. 12 and 18). A B/S is also 
of interest to other firms, who may require to see a copy 
of it to help them to judge whether they would be justified 
in dealing on a credit basis. 

How to read a b/s. — In examining a balance sheet, five 
important questions arise in the mind of the expert, whether 
he be a proprietor in the business, or one of its creditors : 

(а) What are Itie liabilities ? 

(б) What proportion do liabilities bear to tangible assets ? 

(c) What funds are immediately available ? 

(d) How are the assets valued ? 

(e) Has progress been made smce the last balance sheet 

was prepared ? 

It is not sufficient to know that the business is solvent. 

• • 

A prospective creditor is interested to know to what extent 
the firm is already committed to other creditors (Trade 
Creditors, Loan A/c, Overdraft, etc.), and what li(yild*fun(b 
are available for immediate payment of liabihti^. The 
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BALANCE SHEET OF A TRADING 

t 

Black,. White & Co., Ltd., London, 
Balance Sheet of the Companyy 


LIABILITIES. 

Capital £700,000. Issued — S. a. d. £ a. d, 

225.000 7i per cent. Cumulative Pre- 
ference Shares of £1 each - - 225,000 0 0 

375.000 Ordmary Shares of £1 each - 375,000 0 0 

600,000 0 0 

Share Premium Account - - - 10,000 0 0 

Leaa Share (New) Issue Expenses 
Account 10,000 0 0 


Sundry Creditors, including Preference 

Dividend to 31/12/22 - - - 300,856 7 3 

Reserve Fund 114,628 4 9 

Profit and Loss Account, Balance 

18/12/1921 28,946 18 11 

Profit and Loss Account to 
18/12/1922, after providing for Taxa- 
tion, Directors’ Fees, and Managing 
Directors’ Remuneration - - 60,046 19 1 


88,993 18 0 

Leaa Preference Dividend 
to December 31st, 

1922- - - £13,764 11 6 

,, 10 per cent, of Ba- 

lance of Net Pro- 
fits carried to Re- 
serve Fund - 4,628 4 9 

18,392 16 3 


70,601 1 9 

Leaa Interim Dividend paid on 275,000 

Ordmary Shares .... 6,875 0 0 

6.3,726 1 9 


£1,079,210 13 9 


We have audited the Balance Sheet of Black, White & Co., Limited, 
all the information and explanations we have required. In our opinion 
correct .view** of the state of the Company’s affairs according to the 
f by ttie Loadon books of the Company. 

Mhy Uhy 1923. 
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AND MANUFACTURING COMPANY. 

Manchester, and Cardiff. 

December ISth, 1922. 


ASSETS. 


Freehold Land and Buildings 

Leasehold Premises (less Depreciation) 

Plant and Machinery (less Depreciation) 

Fixtures and Furniture (less Depreciation) - 

Goodwill and Patents 

Stock-in-Trade as certified by two Managing Directors 
Sundry Debits outstanding - - ‘ - 

Cash and Bills m hand and at Bank .... 
Government Securities — at cost, including £90,000 
Treasury Bills 

Investments — 

White & Green, Limited. Shares at cost 
(Sundry) At cost or under 


£ s. d. 
39,847 18 6 
18,121 10 4 
17,620 0 7 
8,944 9 6 
149,640 2 2 
246,248 1 6 
371,853 4 2 
61,266 17 11 

104,544 8 0 

50,000 0 0 
11,124 1 1 


ALBERT BLACK, 1 
ERNEST BLACK, i 


Dtr colors. 


£1,079,210 13 9 


dated December 18th, 1922, and above set forth ; and have obtained 
such Balance Sheet is properlv drawn up so as to ex^bit a true and 
best of our information and the explanations given us, and as shown 

REDD, GRAY & GOLDING, Chartered AccouhlanU, 
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B/S on pp. 74 and 75 shows the company in question to be 
in a very strong position, as the amount^of cash, bills, and 
Government securities is more than half that due to creditors 
(and pref. shareholders), and in addition the value of book 
debts and stock is shown to be enormous in proportion to 
the other items of the B/S. 

The basis on which fixed assets, stock and investments 
have been valued should be stated opposite the respective 
items, or in the Auditors’ Certificate given with the B/S. 
In particular, the value of leasehold property, buildings 
and equipment should show an allowance for deprecia- 
tion or Amortieation ; ^ or replacement may be provided for 
in a special reserve a/c or sinking Fund, constituting a 
fictitious liability increased year by year out of profits. 
Profits set aside for replacements are often invested in 
securities or on deposit with an insurance company in order 
that the necessary money may be available when the time 
comes to replace the lease, machinery or fixtures, 

A comparison of two or three consecutive balance sheets 
may reveal much information which could not be gleaned 
from only one of them. Profits may be made to appear 
on paper, though they do not exist in reality, by failure to 
allow for depreciation and replacements, by giving inflated 
values to such intangible assets as goodwill, patents or 
‘‘ improvements,” or by over-valuation of stock, or deple- 
tion of reserves. A careful comparison* with past balance 
sheets may reveal such defects, and, if they do not exist, 
then the amoimt of net profit may greatly influence the 
reader in forming his opinion. 

Of such importance is the balance sheet in depicting the 
progress of a business, as well as the present state of its affairs, 
th&t accountants in some offices have standing orders to 

1 Amortisation in this sense means writing down the value 
of an ^aaeet from year to year, until by the time the thing has 
to be sc^afiped it appears in the books at no more than its scrap 
value. 
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prepare Interim Balance Sheets at monthly or even weekly 
intervals. On th^ Continent the system of columnar records 
known as American Bookkeeping has a wide vogue, owing to 
the advantage it possesses of revealing the progress of business. 
By its means the proprietor is able to ascertain, at any given 
date, the amoimt of his debtors, creditors, purchases, sales, 
expenses, cash, etc. 

Double Account System. — ^The balance sheets of public 
utility companies (see p. 172) are published in the form of 
two accounts, called respectively “ Capital A/c ” and 
“ General Balance Sheet.” The Capital A/c shows on 
one side the amounts of capital received from the stock- 
holders and on the other side the capital expenditure, e.gr. 
permanent way, rolling stock, etc. — in the case of a railway. 
Depreciations are charged to the General Balance Sheet, 
the capital receipts and expenditure in the capital a/c being 
given at their fml amount, plus additions during the period 
under review. 

Insurance. — ^Another matter within the province of the 
financial department is Insurance. 

In an importing or exporting business the responsibility 
for insuring cargoes naturally devolves upon the shipping or 
marine insurance department. The financial manager will, 
however, attend to insurance against all other risks, such as : 

Liability : 


Business Risks : 


Property : 


^Employer’s Liability. 

Third Party : 

I (a) Horse Drivers’ risks, 

^ (b) Motor Car risks, 

(c) Lifts, Cranes and Hoists, 

(d) Premises risks, 
r Fidelity Guarantee. 

4 Contract do. 

( Excess Bad Debts. 

{ Fire. 

Burglary. 

Plate Glass. 

Carriage. 

Baggage. * 


' The Paymaster aisually assists the Cashier in r6gar8 to* 
State Insurance, sick fund, etc., for employees and workmen. 
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The necessity for insuring against Employer’s Liability 
is obvious when it is realized that undei the Workmen’s 
Compensation Act, 1906, an employer is liable for personal 
injury to anyone in his employ whose remuneration does 
not exceed £260 ^.a., provided such injury arose out of 
and in consequence of the employment, and the schedule 
of compensation makes the employer liable for half the 
earnings of an employee during incapacity. Under an 
Employer’s Liability policy the assured is usually in- 
demnified against his legal liability under the Common 
Law, the Fatal Accidents Act of 1846, the Employer’s 
Liability Act of 1880, and the Workmen’s Compensation 
Act of 1906. 

Third Party Liability insurance protects the insured 
against the risk of an action being brought against him for 
personal injury or death caused to a person not in his 
employ. Firms owning vehicles, passenger lifts, or cranes 
working over the footway find it particularly necessary to 
insure against such risks. 

The object of Fidelity Guarantee insurance is to obviate 
the inconvenience of requiring employees in a position of 
trust to ask their private friends or relatives to guarantee 
their honesty. Persons of the highest respectability may 
be unable to find anyone willing to sign a Fidelity Bond, or 
they may forego a valuable appointment from a repugnance 
to place their relatives or friends under the obligations 
involved in such a bond. This obstacle is entirely removed 
by fidelity insurance ; the bond of an insurance company 
provides security as good as or better than private surety- 
ship ; the questions which the employee is required to 
answer on the Form of Proposal are •searching, but no 
honest person could object to them ; and the system 
encourages honesty and care in money matters, for the 
premium depends upon the nature of the employee’s duties, 
the amount of cash under his control, and the system of 
check in force. Collective policies may be adopted to 
cover a number of employees. 

•Excess Bad Debt insurance is another form of guarantee 
insurance, with which may be grouped policies guaranteeing 
repa 3 nnent* of Loans and Mortgages, performance of 
Contra6t£(, Capital Issues and claims arising from Forged 
^ansfers. 
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In the case of Fire policies, premiums are fixed on the 
assumption that ^he proposer is asking the company to 
protect him to the extent of the whole of the property 
referred to in the policy, and not an indefinite part of it. 
To insure goods worth £1,000 for only £500 is unfair to 
the insurer, as it only allows him half the premium which 
is his due, but makes him liable for partial loss in respect 
of the whole of the property. In Marine Insurance this 
is not so (see p. 220), and the defect may be remedied in a 
fire policy by the insertion of an Average Clause. Where 
the sum insured is declared to be “ Subject to Average,’’ 
the insured is considered to be his own insurer for any 
amount by which the sum insured may fall short of the 
value of the property at the breaking out of any fire, and 
must bear a rateable share of the loss accordingly. This 
is known as the Pro Rata Condition of Average. 

Where goods are deposited in a number of different 
warehouses or places the total value may be insured against 
fire under one policy, known as a Floating Policy. The 
value of goods stored at each place may vary, but so long 
as the total value does not exceed the sum assured, the 
goods are fully insured Such policies are usually subject 
to average, and contain an additional clause known as 
the Second Condition of Average, stating that if any of the 
property included therein is covered by a more Specific 
PoUcy, i.e. one relating to a part of the property only, such 
part shall not com^ under the protection of the floating 
policy, except only as regards any excess of value beyond 
the amount of the specific policy. 

The Three-fourths Condition of Average is applied to Farming 
Stock policies. A policy containing this special condition 
is subject to average provided only that the sum insured 
amounts to less than three-fourths of the value at the 
breaking out of any fire. • • 
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Exercise 3. 

1. What IS Goodwill ? How is it that the published 

balance sheets of many prosperous companies do not include 
“ goodwill ” as an item ? (S.A.tpc. III.) 

2. How is Goodwill affected by (a) advertising ; (h) manage- 

ment ? (S.A.tpc.TII.) 

3. What factors should determine a suitable site for (a) a 
factory ; (6) a wholesale warehouse ; (c) a retail shop ? 

(S.A.tpc.II.) 

4 . What considerations govern the amount of capital 

required to carry on a business properly ? (S.A.tpc.II.) 

5. (a) How far may borrowed capital be employed in 

business with safety ? (S.A.tpc.II.) 

(6) Do you corisider interest on capital to be a part of profit, 
or a charge against profits ? Give reasons for your answer. 

(S.A.tpc.II.) 

6. What is Capital ? Define six kinds of capital which 
might be mentioned on the B/S of a limited company. 

7. Some classes of compames (e,g. banks and insurance 
offices) often have a very large uncalled capital. What are 
the advantages and disadvantages of this arrangement ? 

(S.A.tpc.III.) 

8. What Ls meant by issuing capital “ at par ” and “ at a 
premium ” ? And what is meant by forfeiting shares ? State 
whether you consider share premiums and money paid by 
shareholders who have surrendered their shares should be 
regarded as a profit, and give reasons for your answer. 

9. Why do companies issue share and loan capital of 
different classes ? Define “ watered capil^al.” 

10. What is meant by a Statement of Ways and Means ? 
Make one which might be applicable to any sort of business 
with which you are acquainted, and explain, how it could be 
used. Figures need not be inserted. 

11 . The assets shown on a B/S are said to be “ grouped ” and 
arranged in order of “ liquidity.” Explain this. 

•12. A manufactuier has before him a ccmy of the latest 
directors’ report and accounts of the A. Co., Ltd. He is 
desirous of satisfying himself that it would be reasonable for 
him to ^ive* them credit up to £500. To what points in the 
report and accounts should he direct his attention ? 

(S.A.tpc.IIT.) 
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18. What insurances ought to be effected by a company or 
municipality having offices and works ? (C.I.S.Inter,) 

14. (a) What do you imderstand by Fidelity Guarantee 
Insurance ? (D.C.C.II.) 

(b) A fire insurance policy is declared to be “ subject to 
average.” What does this mean ? (S.A.tpc.III.) 

18. Explain five of the following expressions : 

(а) One Man Company. 

(б) Working Capital. 

(c) Terms of Issue. 

(d) Scrip Certificate. 

(e) Inscribed Certificates. 

(/) Company limited by ^Guarantee. 

(g) Minimum Subscription. 

(h) Transferee. (U.E.I.sw.Adv.) 

18; Write a letter to a customer whose account is long 
overdue, and who, with evident insincerity, has alleged 
defectiveness of the purchased goods as an excuse for non- 
payment. (C.I.SJnter.) 


M.T. 
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BANKING. 

Finance. — Finance has been defined as the science of 
income and expenditure, whether public or private.” The 
control of capital is an essential part of Finance, for expendi- 
ture is not possible without something to spend, and in 
government and municipal as well as business undertakings 
ways and means have usually to be provided in advance 
of revenue. 

From the earliest times capitalists have employed their 
surplus wealth with profit to themselves by investing it. 
In modem times a distinction is drawn, however, between 
(a) the Moneylender, who exploits the individual’s personal 
monetary difficulties, and (b) the Financier, who assists 
commerce and industry with his own capital and as inter- 
mediary between investors on the one hand and business 
undertakers on the other. • 


Thus loans may be divided into two categories : produettve 
and unproductive loans ; the former belong to finance, the 
latter to usury. Moneylendmg has been the subject of much 
legislation, and laws have been passed in both France and 
Germany to limit the rate of interest which a lender may ask. 
Such restrictions have been much criticized, but it must be 
admitted that they affect the usurer more than the financier, 
for it is the man in need and at his wits’ end who may be 


^^rsuade^ to borrow 
ful man of business. 


on unconscionable terms, not the success - 
Businesses of an uncertain nature, which 
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could only borrow at high rates of interest, are financed 
principally by means of the proprietors’ or share capital. 

The business of Banks, Bill Brokers, Discount and Loan 
Houses, Accepting Houses, Insurance Companies, Building 
Societies, Land Companies, Trust Companies, and Stock- 
brokers, is financial business, since it consists of investing 
capital for productive purposes. 

What is a Bank ? — The services rendered by the banks 
of the present day are so numerous that it is difficult to 
define exactly what a Banker is. Banking consists mainly 
of borrowing money and credit balances, in order to gain 
profit by lending or investing them at a rate of interest 
higher than the cost of borrowing. The feature of banking 
which distinguishes it from any other financial business is 
that the banker borrows from tlie general public, by 
receiving deposits which he undertakes to pay back on 
demand or at short notice, as may be agreed. His position 
thus involves special responsibility towards society as a 
whole. With the strengthening of the banking system by 
amalgamation knd expansion, the public has come to place 
implicit trust in the wisdom of the large banking companies 
to use the money entrusted to them rightly, and in their 
ability to pay it back when required. 

Borrowing is an essential part of banking, and the legal 
relationship existing between the banker and his depositors 
is that of debtor and creditor. If he were employed by 
his customers expressly as custodian of their property, he 
would have to make a charge for taking care of their 
money instead of giving interest or services for the privilege 
of using it. 

The banker is also a supplier of legal tender. As debtor 
to his customers he is legally obliged to pay what he owes in 
legal tender if he is called upon to do so, the chigf demands 
on the coin and notes kept in his till being made by traders^ 
for the payment of wages and private individuals for 
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personal expenditure. Only a small part of the banker’s 
deposits, however, are received in hara cash, the vast 
majority being paid into the bank in cheques and bills 
drawn on or domiciled at other hanks. 

The funds of which the banker thus gains control are 
invested by him to earn revenue for the bank. An examina- 
tion of the Bank Balance Sheets shown on pp. 97 to 99 will 
show that a part of this money is invested in marketable 
securities, but most of the funds of the large banks are 
devoted to providing Banking FacilltieB to traders. 

In order to define a bank in such a way as to exclude 
other financial institutions, it is necessary to distinguish 
between banking facilities in the British sense and what 
should be called by the wider name of financial facilities. 
The former are properly limited to those which can be 
provided without a lock-up ” such as would impair the 
liquidity of funds and deposits at call and short notice. For 
this reason the usual practice of bankers here is to confine 
their advances as a rule to a currency not exceeding a few 
months. By financial facilities ^ we mean, generally speak- 
ing, those which would involve a longer currency than this. 

The Origin of Banking. — History bears no record as to 
when and where the first banks came into existence. There 
were bankers in Babylon 600 b.c., who received deposits 
on which they paid interest, and lent money on the security 
of goods or written promises. The word “ bank ” is 
derived from the Italian banco — bench or counter, whence 
it may be traced further back to the tables (mensae) which 
the Roman lenders and money-changers set up in the 
Forum 300 b.c., and the tables (r/iUTrefa) of their Greek 
c<jntemporaries, wljo appear to have started business about 
a hundred years later. 

t 

^ Acctoirding to the Report to the Board of Trade by a 
^Committee appointed in 1916 to investigate the Question of 
Financial Facilities for Trade. 
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The first proper banking establishments known in Europe 
were the Bank aif Venice, founded in 1171, the Bank of 
Barcelona, in 1349, the Bank of St Oeorge at Genoa in 1417, 
the Bank of Amsterdam in 1609, and Bank of Hamburg 
in 1619. 

These early banks were formed for the purpose of raising 
public loans, the contributors receiving certificates on 
which interest was paid. They started as Deposit Banks, 
but subsequently developed into Discount and Note-issuing 
Banks, increasing the scope of their operations by issuing 
promises to pay in the shape of bank notes in exchange for 
bills entrusted to them for collection, or cash deposits. It 
is noticeable that all the early banks were established at 
seaports, where the different kinds of foreign coinage in the 
hands of merchants, and the requirements of international 
trade, made money-changing and the collection of foreign 
bills an essential feature of their busmess. 

The issue of notes was the first means devised by bankers 
for lending their credit ^ in addition to coin. This function 
of bank notes has now been superseded by cheque payments 
and the increasing use of trade bills, in consequence of 
which bankers now lend their credit by allowing their 
customers overdrafts or loans, and arranging foreign 
credits ; and the idea of credit-lending has been still further 
extended in the custom of modern banks and so-called 
“accepting housea’’ to guarantee their customers’ trade 
bills by acceptance or endorsement, as well as issuing bills 
of their own. 

The Goldsmiths. — Until the establishment of the Bank 
of England the largest moneylenders and financiers in this 
country were the Lombards. 

The Lombards were originally a race of warlike peofile 
inhabiting Northern Germany and Scandinavia, who took the 
name of Lombard or Langobard (i.e. long -beard) fr^m the shape 

^ See Principles and Practice of Busmess, p. 264. 
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of their favourite long-hafted, beard-shaped weapons of war. 
The Lombards gradually emigrated southvlards, until, in the 
sixth century, they settled in a province of Italy known as 
Lombardy after them. 

It was doubtless their contact with the Jews who had settled 
in Italy, and the Florentine merchants, that taught the 
Lombards the art of trading and money-lending, for which 
they subsequently became so famous throughout Europe. 
Towards the end of the twelfth century we find them trading 
as goldsmiths and merchants in France, Germany and England, 
the rue des Lombards in Paris and Lombard Street in London 
having been named after them. They introduced the business 
of pawnbroking into Northern Europe, and the sign they 
adopted, consisting of three golden balls or purses, was the 
emblem of St. Nicholas, the patron saint of citizens, merchants 
and marmers. It was the Lombards (or possibly the Italian 
merchants before them) who invented double-entry book- 
keeping, known all over the Continent to this day as “ Italian 
bookkeeping.” The Italian words cossa, debitore, creditore, 
conto, acontOf and many others have become, in modified form, 
a part of the commercial jargon of all coimtries, and the 
symbols £ a, d, (lire, soldi, denari) are derived from the same 
source. 

Before the creation of the National Debt merchants 
either kept their cash in strong boxes on their own premises 
or entrusted it to the care of the goldsmiths, who kept what 
were known as “ running cashes or current accounts. 
They allowed interest on deposits, and issued transferable 
receipts known as GoldsmithB* Notes payable on demand, or 
agreed to meet bills drawn upon them by the depositor up 
to the amount of the deposit. As it was unlikely that 
every depositor would demand full repayment on the same 
day the goldsmiths were able to lend part of the cash at 
interest. They could also lend credit in the form of notes 
or* loan accounts. Thus by the middle of the seventeenth 
century the goldsmiths’ shops became to all intents and 
purposes private banks. 

^ The Bank of England. — ^The idea of an English national 



IV 


BANKING 


87 


bank was frequently mooted during the reign of William III., 
and eventually took shape in the hands of a Scotsman 
named William Paterson, a London merchant named 
Michael Godfrey, and the financier Montagu. 

It was established in 1694, under an Act of Parliament 
authorizing the raising of a loan to the Government of 
£1,200,000 by voluntary subscription “ towards carrying 
on the war with France.’* The subscribers were incorpo- 
rated under the style of the ‘‘ Governor and Company of 
the Bank of England,” and the Bank was entitled to receive 
interest on the loan at the rate of 8% per annum, and a 
further sum of £4,000 p.a. towards the cost of administra- 
tion. The Bank was authorized to issue notes up to the 
amount of £1,200,000 lent to the Government, to receive 
deposits, to deal in bills of exchange, and to make advances 
on security. The Bank thus became the first serious 
competitor of the goldsmiths, who attempted to break it 
by presenting notes to the value of £30,000 all at once, but 
the attempt was unsuccessful. 

The original charter was for a period of eleven years, at 
the expiration of which time it might be withdrawn on 
repayment of the Government Debt. But it was renewed 
from time to time, new capital was raised and lent to the 
Government, and in 1816 the capital of the company 
amounted to £14,553,000, at which figure it now remains, 
and on which the*stocldiolders receive dividends. Further 
sums were lent to the Government, until in 1833 the per- 
manent Government Debt to the Bank was reduced by 
one-fourth to £11,015,100, at which it now stands. 

Banking in England before 1844, — The history of banking 
throughout the eighteenth and nineteenth centuries is a 
succession of financial crises and “ runs ” on the baftks. 
The course of legislation shows that the blame for these 
crises was put mainly upon the country banks, ^whksh issued 
notes recklessly, without sufl&cient backing in coin afid 
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bullion. The ultimate cause was, however, the lack of 
a proper Banking System such as exists to-day. While 
the growth of industry and commerce resulted in an 
increasing number of payments, the production of gold 
and silver did not increase fast enough to supply the need 
of additional currency. Bankers supplied the need by 
issuing notes payable in coin, or in Bank of England Uotes 
which in their turn could be exchanged at the Bank of 
England for coin. The temptation to earn interest by 
lending pieces of paper was irresistible. 

An Act of 1708 gave the Bank of England a partial 
monopoly by prohibiting any other body of persons exceed- 
ing six in number from issuing bills or notes payable on 
demand or at less than six months from the date thereof. 
It did no good, however, for it left the small banks free to 
issue as many notes as they liked. 

The failure of the South Sea Company in 1720 caused a 
collapse of public credit which ruined many banks and gold- 
smiths, though the Bank of England managed to meet the 
run by paymg out in small change until the panic had 
subsided. 

In 1793 the declaration of war by France caused a general 
run on the banks, some 300 out of the 400 odd note -issuing 
establishments then existing in England having to suspend 
payments. 

This was followed in 1797 by a suspension of cash payments 
by the Bank of England which lasted for^ twenty -four years. 
The reserve of the Bank had been grievously depleted by 
Government borrowings to pay for the mcessant war with 
France, and had at last to be protected by the issue of a Privy 
Council Order, followed by the Bank Restriction Act, 1797, forbid- 
ding the Bank to pay coin for notes, and making payment in 
notes legally equivalent to payment in cash. Bai^ of England 
notes had not yet begome legal tender, but the Act provided 
thal they could be used to pay taxes, and the principal City 
merchants agreed at first to take them at their par value. 
Though jpash* payments were suspended, the issue of notes 
Cf^ntintied,* the note issues of the country banks, which for 
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some time had been redeemable in coin or Bank of England 
notes, increased, «»nd the amount of currency in circulation 
became greater than was necessary. The commodity, money, 
had lost its value as gold, because the notes wer% inconvertible, 
and as the notes became more abundant they naturally de- 
preciated, i.e, the price of gold as measured by them increased. 
Being worth less, more were required than before to purchase 
foreign moneys ; so in 1800 foreign exchanges moved against 
us ; gold was then required for export ; the possibility of 
restoring gold payments within the country became still more 
remote. The truth was presented to Parliament in a Report 
of the Bullion Committee of 1810 , showmg that only a restric- 
tion of note issues could improve the value of the currency, 
bring the exchanges back to par, and restore gold to circulation ; 
and that “ note issues should be regulated by reference to the 
foreign exchanges and the price of bulhon.” The report was 
rejected, but its truth was vindicated a few years later, when 
a succession of bad harvests prevented the farmers from 
meeting their comrmtments to the country banks, many of 
which were ruined and withdrew their notes from circulation. 
The force of circumstances thus brought about the very cure 
which the Bullion Committee had recommended. Being no 
longer in excess of the people’s wants, the remaimng bank 
notes recovered their value, and in 1821 gold was m circulation 
again. 

In 1826 another Act was passed, allowing banks of more 
than six partners to be established outside a radius of 
sixty-five miles from London. From this time also the 
Bank of England was encouraged to establish itself in the 
provinces. There *are now branches at Birmingham, 
Bristol, Hull, Leeds, Liverpool, Manchester, Newcastle, 
Plymouth, and in London. 

In 1833 the Bank’s monopoly of joint-stock banking was 
abolished, but no other banks were allowed to issue notes 
within the sixty-fives mile radius. It waj after the passing 
of this Act that the largest banks of the present day were 
founded, the London and Westminster in 1834, ^he Union 
Bank of London in 1836, the London Joint Stock Bankend 
the London and County Bank in 1839. 
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The Bank Charter Act, 1844. — ^The issue of bank notes in 
England is at present regulated by the fiank Act brought 
in by Peel in 1844, with the object of securing the converti- 
bility of Bank of England notes and gradually reducing the 
circulation of country notes. 

The Bank of England was divided into two departments, 
viz, the Issue Department and the Banking Department, 
the former to deal only with the issue and redemption of 
notes, and the latter to deal with the other banking trans- 
actions. The Bank was empowered to issue notes amount- 
ing to £14,000,000 against securities of that value deposited 
in the Issue Departments, but any notes issued in excess 
of £14,000,000 were to be secured by gold coin and bullion 
and silver bullion.^ Coin and bullion not required for 
immediate use were to be held in the Issue Department, 
against notes issued and transferred to the Banking Depart- 
ment, so that the till money held in the latter department 
consists of Bank Notes, which may be cashed at any time 
in the Issue Department, as well as gold and silver coin. 
The Bank was also compelled to purchase gold bullion 
in any quantity in exchange for notes at the rate of 
£3. 17^. 9d. per oz. Troy, and to pay out gold coin in 
exchange for notes at the Mint price of gold bullion, 
namely £3. 17^, lOJd. The difference between the Bank 
of England price and the Mmt price, amounting to \\d, 
per oz. Troy is called Demurrage, and Is less than the loss 
of interest which a seller would incur if he took his bullion 
to the Mint and waited for it to be made into coin,® instead 
of getting notes for it at once from the Bank of England. 

It was also laid down that no new bank of issue could be 

• ^ Silver bullion may be held in the Issue Department to an 
amount not exceeding one-fourth of the gold coin and bullion, 
but no silver bullion is now kept there. 

* Jhe^ British Mmt makes no charge for coinage. So long, 
however, as the market pri^ce for gold exceeds the statutory 
Mint price, bullion brokers naturally sell at the market price. 
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established. Existing banks of issue were allowed to 
continue to issue notes, but in each case their issues could 
not exceed a maximum which was fixed by taking the 
average of the notes in circulation by each institution 
during the twelve weeks ended April 27, 1844. If any 
country bank should thereafter cease to issue notes, the 
Bank of England could be authorized by an Order in Coiincil 
to increase the amount of the Securities in the Issue Depart- 
ment and issue notes against such Securities to the extent 
of two-thirds of the lapsed issue. A bank of issue which 
amalgamated with a bank within the sixty-five mile radius, 
or opened a branch there, or a‘ banking partnership which 
adopted the joint-stock principle, had to forego its right of 
issue. The amount of notes issued by the Bank of England 
against securities — called the Fiduciary Issue — has thus in- 
creased from £14,000,000 in 1844 to £18,450,000 at the 
present day. The last increase was in August, 1903, but 
the Bank could obtain sanction (though it has not done so) 
to increase its fiduciary issue by a further £1,080,000 in 
respect of the then remaining provincial issues, the last of 
which lapsed m February, 1921, when the banking business 
of Fox, Fowler & Co., of Wellington, Somerset, was ab- 
sorbed by Lloyds Bank. 

The Bank of England is now therefore the only English 
bank allowed to issue notes. The notes are free of stamp 
duty, but the BankTias to pay a composition fee of £180,000 
p.a. for exemption from stamp duty and for its other 
privileges. 

The Bank Return. — In pursuance of the Act of 1844 a 
statement known as the Bank of England Return is made 
up every week at the close of business gn Wednesday. Jt 
is passed at the meeting of the Court of Directors held on 
Thursday morning, is posted up in the Bank ^ soon as 
possible, and appears in the financial columns of th« Feading. 
papers on Thursday evening and Friday morning. 
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BANK OF ENGLAND 

An account pursuant to the Act 7 and 8 Viet., cap. Sft, for the week ended 
on Wednesday, March 15, 1022. 

ISSUE DEPAETMENT. 

Notes Issued - • £145,384,565 Government Debt - £11,015,100 

Other Securities - 7,434,000 

Gold Coin and EuJIIon 126,034,506 


£145,384,505 £145,884,565 


BANKING DEPARTMENT. 


Proprietors’ Capital £14,553,000 
Rest - - - 3,617,681 

‘Public Deposits - 18,036,311 

Other Deposits - 115,612,833 

7 Day and Other Bills 15,101 


Govt Securities - £47,134,317 

Other Securities - 80,133,363 

Notes - - - 23,626,370 

Gold and Silver Coin 1,840,876 


£152,734,926 I £152,734,026 

Dated March 16, 1922. E M HARVEY, Chief Cashier. 

* Including Exclicquer, Savings Banks, Commissioners of National Debt, 
and Dhidend Accounts 


The Bank Return is examined with interest by the 
directors of banks and other financial houses and by traders, 
who endeavour to read in it the tendency of available money 
to become menre or less abundant, and the consequent 
likelihood of cheaper or dearer discount and loan rates 
in the near future. 


Ctovemment Debt. — This item represents the permanent debt 
owing to the Bank by the Government, referred to on p. 87. 

other Securities amounting to £7,434,900, plus the Govern- 
ment Debt of £11,015,100, make a total equal to the 
Fiduciary Issue of £18,450,000. 

Gold Com and Bullion amount to the value by which the 
notes issued are in excess of the fiduciaty issue. 

Notes Issued. — ^The amount of notes issued increases and 
decreases automatically, according to the quantity of gold 
in the Issue Department. It is beyond the control of that 
department, since notes must be issued in exchange for 
gold, and gold must be paid out against notes. Gold not 
required for immediate use must be kept in the Issue 
Department, and the note issue correspondingly increased. 
Notes not in use outside the Bank are transferred to the 
Banking Department, and appear on the assets side of the 
•Eetorn cinder “ Notes.’’ 

Proprietors’ Capital is explained on p. 87. 
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Rest. — ^This is tl^e Reserve A/c of the Bank, being accumu- 
lated profits. As dividends are paid on the 6th April and 
6th October each year, Rest noticeably decreases, 
gradually rising again during the ensuing half-year. That 
this item does not represent by any means all the accumu- 
lated profits may be appreciated from the fact that no 
mention is made on the Return of the Bank's valuable 
premises in London and the provinces. The return or 
balance sheet may therefore be said to conceal a “ secret 
reserve." 

Public Deposits. — ^These are the deposits of Public De- 
partments consisting of revenue from customs, excise 
and income tax. Post Office, moneys received for the 
Commissioners of National Debt, the Secretary of State 
for India, etc., and balances held available for payment of 
public services and interest on Government and other 
public stock administered by the Bank. 

other Deposits. — This item of the Return corresponds to 
the “ balances of current and deposit accounts " shown on 
the balance sheet of any other bank. All the London 
Clearing bankers and many other banks and individuals 
have an account at the Bank of England. 

Seven-day and other BiUs are Bank Post Bills. ^ 

Government Securities include Consol Certificates, War Loan, 
Exchequer Bonds, Treasury Bills, etc , the interest on 
which is guaranteed by the Government. It also includes 

Ways and Means " advances to the Treasury for meeting 
expenditure when funds are low, as for example a month 
or two before the collection of income tax. Security for 
these temporary advances is given by the Government in 
“ Deficiency Bills."* 

other Securities are the Bank’s other investments, including 
Indian, Colonial and Corporation Stocks, Bills Discounted, 
and Loans made against security. 

Notes. — Since Notes not in circulation outside the Bank 
are held in the Banking Department, the Active issue may 
be ascertained from the Return by deducting this item 
from ** Notes issued." 

Bank of England Notes may be regarded as warehouse 
warrants entitling the holder to delivery of gold bn dpmand 
at the Issue Department. • * 

^ See Principles and Practice of Business^ p. 235. 
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The Banking Department of the Bank of England, like 
any other bank or individual, cannot get gold out of the Issue 
Department without giving notes in exchange. The notes 
are cancelled in the Issue Department as the gold is delivered. 

Odd and Silver Coin represents the till money kept by the 
Bank. 

The Bank of England Reserve consists of the amount of 
Notes + Gold and Silver Coin in the Banking Department. 
The Proportion of the Reserve is expressed as the percentage 
which the Reserve bears to the total active liabilities 
(i,e. Public Deposits + Other Deposits + Seven-day and other 
Bills) of the Banking Department ; on the date of the 
Return shov^Ti on p. 92 the proportion is seen to be 18 j^%. 

Development of Banking after 1844. — Viewed in the light 
of modem experience, the disappearance of country note 
issues appears not so much as a blessing in itself as an 
incident in the development of banking. 

The crises of 1825 and 1837 were attributed to the over-issue 
of small notes by provincial banks, and legislators were bent on 
restricting note-issues. But these crises were also due to 
speculation in mining and railways, and after the passing of 
the Bank Act more financial crises occurred, m 1847, 1857 
and 1866, necessitating on each occasion a Suspension of the 
Bank Act by Order in Council, whereby the Government per- 
mitted the issue of more notes against securities. In 1847 
and 1866 the mere knowledge that the Government had inter- 
vened was sufficient to restore confidence, and it was not 
necessary actually to issue the additionaf notes ; but m 1847 
£2,000,000 worth of securities were transferred from “ Govern- 
ment Securities ” in the Banking Department to “ Other 
Securities ” in the Issue Department, and the notes issued 
against them added to the Reserve. 

On the outbreak of war m 1914 the Currency and Bank 
Notes Act again suspended the Bank Act, that is to say, the 
fiTank of England, and also any Scottish or Irish bank of issue, 
were temporarily authorized by the Treasury to issue notes in 
excess of afty limit fixed by the law. The authority was not 
^sed? however, for the crisis was met by more effective methods, 
which will be explained later. 
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Before attributing all banking troubles to provincial note 
issues it should b8 remembered that private notes were only 
a portable form of bank credit. They have been superseded 
by the present system of cheques and acceptances payable 
against current accounts at the banks ; yet the legislature 
has not attempted to limit the amount which a banker may 
write to the credit of his customers’ accounts. 

The strength of the modern banking system lies in the 
manner in which bankers employ the funds entrusted to 
them. The cash reserves of the leading English banks only 
amount to 10% or 15% of their liabilities, and part of such 
cash is in the form of balances at other banks or at the 
Bank of England. Most of the other assets may, however, 
be quickly turned into cash, as they consist principally of 
bills discounted, marketable securities which could be 
quickly realized in an emergency, and loans against realiz- 
able securities. Banks are profit-earning institutions, and 
the more lucratively they employ their assets the better 
should be the return to shareholders ; but at the same 
time they hold a position of great responsibility towards 
the public, and their policy is therefore dominated by the 
rule that security and “ liquidity ” should come before 
mere earning of profits. The uncalled capital of the 
leading banks offers additional security to depositors, and 
the visible reserves of most of the banks range from 50 to 
100 per cent, of the* paid-up capital, whilst it may be taken 
as a ceii;ainty that where the reserve shown in a balance 
sheet is large, there is also a hidden or invisible reserve 
in the shape of writing down of assets on the chance of 
contingencies. The shareholders of chartered banks in the 
Colonies are liable in the event of a liquidation to payment 
of a further sum equal to the nominal amount of their capital. 

Any bank having an issue of notes is usuaHy fully re- 
sponsible for such issue, quite apart from any system of^ 
uncalled capital, for the Act of 1858, which first permitted 
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banks to be constituted with limited liability, provided that 
the liability of the proprietors of note-issumg banks should 
remain unhmited as regards the repayment of notes. The 
proprietors of the Bank of England and the Bank of Ireland 
are not, however, so liable. 

Bank Balance Sheets. — By the Companies (Consolidation) 
Act, 1908, every company being a limited banking company 
or an insurance company,^ or a deposit, provident or benefit 
society, must make a statement of capital and of liabilities 
and assets before commencing business, and bi-annually as 
on 1st January and 1st July. This statement must be put 
up in a conspicuous place in the registered office and every 
place where the business of the company is carried on, and 
every member and creditor is entitled to demand a copy. 

For many years the leading banks have also published 
Monthly Statements, but these ceased to be issued during 
the war of 1914-18. In 1920 the Treasury required the 
banks to make monthly statements based on the asrerage 
of their weekly figures, and all the leading members of 
the Clearing House now issue a statement, the Bank of 
Liverpool and Martins Ltd., and the private firms of Coutts 
and Glyn Mills having been added to the list The form 
of statement has been rendered more uniform and more 
elaborate in certain points of detail than the form of half- 
yearly statement prescribed in the Act^of 1908. 

The object of the Government in requiring these statements 
to be prepared is doubtless to encourage them to maintain the 
high reputation for stability which British banking has enjoyed 
ever smee the middle of the last century, and by requi^g 
monthly statements based on average weekly figures, and 
contaimng more detail than formerly, fluctuations in the 
v&rious items can be more closely followed, and reveal more 
clearly the progress of business. These statements, like 
• 

1 But pot companies to which the provisions as to annual 
^statement of the Life Assurance Companies Acts 1870 to 1872 
apply and have been complied with. 
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the Bank Betiim, are also useful indicators of the state of the 
money market, and as such render useful service to the Treasury 
as well as to the financial and trading community. 

All the Clearing Banks, and many British-Foreign, 
Colonial and Foreign Banks issue copies of the half-yearly 
directors’ report and balance sheet for publication in the 


BALANCE SHEET OF ENGLISH JOINT-STOCK BANK. 


London Joint City and Midland Bank Limited. 


31fi« December, 1921. 


LIABILITIES 

£ 

Capital Paid up, viz : 

2,869,079 Shares of £12 
each, £2 10a. Od paid 7,172,6971 
1,475,262 Shores of 
£2. 10a Odeach.Iully 
paid - - - 3,688,155 


10,860,8521 

B-eserve Fund - - 10,860,8521 

Dividend payable on 1st 
February, 1922 - 684,234 

Balance of Profit and 
Loss Account, as b*‘Iow 777,253 


23,183,192 

Current, Deposit and 
other Accounts - 375,117,092 
Acceptances and En- 
gagements on account 
of Customers - - 19,848,321 


ASSETS. 

Coin, Bank and Currency 
Notes and Balances with 
the Bank of hlngland - 
Balances with, and Cheques 
in course of Cvollection on 
other Banks in the United 
Kingdom ... 
Money at Call and Short 
Notice - - . 

Investments 

War Loans (of which 
£428,067. 10s is lodged 
for Public and other 
Accounts) and other 
British Government 
Securities 

Stocks Guaranteed b> 
the British Govern- 
ment, Indian Govern- 
ment Stocks and 
Indian Railway De- 
bentures - - - 

British Railway Deben- 
ture and Ibreference 
Stocks, British Cor- 
poration Stocks 
Colonial and Foreign 
Government Stocks 
and Bonds 
Sundry Investments 
Bills Discounted 


£ 

59,989,012 


12,802,707 

11,651,496 


55,365,178 

213,821 

419,839 

559,282 

200,689 

72,118,034 


^ 18 , 1^05 


213,320,058 

Advances to Customers and 
other Accounts - - 176,779,261 

LfabUities of Customers for 
Acceptances and Engage- 
ments ... 19,848,322 

Bank Premises at Head • 

Office and Branches - 4,942,299 

Shares in Affiliated Banks, 
less part premium on 
Shares in this Bffhk 
issued in exchange 3,^58,66^ 

£418,148,60 5 


M.T. 



98 


TRADE, TRANSPORT AND FINANCE chap. 


ABRIDGED BALANCE SHEETS 


SCOTTISH, COLONIAL. BRITISH-FOREIGN and 
FOREIGN BANKS. 


Bank of Scotland. 

2%ih February^ 1921. 


LIABILITIES. 

£ 

%of 

TotAl 

ASSETS 

1 

£ 

%Of 

Total 

Capital - 

1,325,000 

2 0 

Cash and notes, etc 

6,574,003 

14 5 

Reserve - 

550,000 

12 

Cidl money - 

2,195,705 

48 

Notes - . . 

4,328,175 

9 6 

British Government 


AceeptAnces - 

841,751 

1 9 

Securities - 

13,414,901 

29 6 

Deposits, etc. - 

38,103,337 

84 1 

Investments - 

1,272,227 

28 

Profit balance 

150,337 

3 

Bills discounted 

6,656,467 

14 7 




Advances 

13,706,357 

30 3 



1 

Acceptances - 

841,751 

1 9 




Premises, etc - 

637,189 

1 4 


45,208,000 

KM) 0 

ll 45,298,600 

100 0 


National Bank of Egypt. 

315^ December, 1920. 


LIABILITIES 

£ 

E 

1 % of 
Total 

Capital - - - 

2,925,000 

4 5 

Reserves 

2,047,5(K) 

3 1 

Notes in circulation 

37,254,308 

57 4 

Total deposits, etc 
Cheques and Bills 

21,264,433 

32 8 

payable 

258,000 

4 

Acceptances - 

714,668 

1 1 

Profit balance 

489,805 

7 

64,953,714 

100 0 


ASSETS. 

£ 

E 

%of 

TotAl 

Cash - . - 

3,574,520 

5 5 

Treasiirv Bills and 

71 3 

investments 

46,280,568 


lx)ans at call - 

1 ,326,000 

20 

Advaiu es 

10,964,118 

1,775,039 

16 9 

Bills, etc 

28 

Acceptances - 

714,668 

1 1 

Premises, ete 

308,892 

•4 

64,9.53,714 | 

1000 


The British Overseas Bank, Limited. 

Slat October, 1920. 


liabilities 

Capital - 

Current, deposit and 
other accounts - 
Acceptances - 
Profit balance 



£ 

%of 

Total 

ASSETS £ 

"o of 
Total. 

2,000,000 

38 3 

Cash - - - 695,710 

13-4 


Money at call - 2,025,499 

39 0 

1,401,890 

27 0 

Balances abroad - 318,126 

61 

1,621,148 

31 0 

Investments - - 132,162 

2-5 

199,745 

37 

Bills - - - 117,321 

2 2 



Advances - - 212,166 

40 



Acceptances - - 1,021,148 

310 



Preliminary expenses 39,016 

7 



PremiscH - - 61,644 

1 1 

5,222,702 

100 0 

5,222,792 

1000 
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Swiss Bank Corporation. 

December y 1920. 


LIABILITIES. 

Capital - - 120,000,000 10 1 

ReBcrves - - 31,000,000 2 6 

Fixed deposits - 120,308,550 10 6 

Current accounts, 

etc - - 641,710,059 53 0 

Due to other banks 1 6 1 ,748,659 13 6 
Bills payable and 

acceptances - 01,714,222 7 0 

Pension fund - — — 

Profit balance - 14,688,099 1 3 

1,100,170,480 1 100 0 


ASSETS. ^ 

Cash, etc. - - 54,264,375 4 6 

Loansatshortdat.es 18,587,575 1 6 

Investments - - 33,126,947 2 8 

Current accounts - 559,202,375 47 0 

Bills receivable - 332,445,125 27 9 

Due from banks - 182,573,015 15 3 

Premises, etc. - 0,979,177 


1,100,170,480 1(K)0 


ABRIDGED BALANCE SHEET OF DISCOUNT 
COMPANY. 

Alexanders Discount Company, Limited. 

Z\8t December, 1920. 


liabilities. 

£ 

%of 

Total 

Capital 

550,000 

27 

Rest^rvo 

270,000 

1 3 

Deposits 

17,106,230 

83 0 

Bills re-dlscouiited 

2,255,865 

11 0 

Rebate on bills 

175,881 

•8 

Profit balance 

72,322 

3 


20,520,208 

100 0 


ASSETS 

£ 

%of 

Total 

Cash 

448,111 

2 2 

Investments - 

- 1,818,280 

88 

Bills discounted 

- 18,063,471 

88 1 

Advances 

100,427 

0 


20,520,208 

100 0 


daily press. Those of the large banks frequently occupy 
as much as half a page of the newspaper, and are read 
eagerly by all business men interested in the money market, 
and by depositors and shareholders of the banks. The 
interest that such a report and balance sheet awakens is a 
powerful means of advertising the bank, and gives pro- 
minence to its liquid resources and all those features which 
inspire confidence in the public mind.^ The newspaper^ 
sometimes publish separate monthly balance sheets, or the 
contents of the monthly statements are given together in 
a short table. The following is an interesting exafiiple,^ 

1 Taken from The Stock Exchange Gazette. 
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for it shows the deposits of the clearing banks for April, 
1921, and the percentage which each cl^ of assets bears 
to active liabilities : 

LIQUIDITY OF LEADING BANKS. 


In the following table we give the ratio to current, deposit and other accounts 
of tile chief assets of ton of the leading institutions as indicated by the weekly 
average figures for April, 1921 




Ratio to Current, Deposit and Other 
Accounts. 


Deposits, 

ete. 

Cash 

! 

Ba- 

lances 

with 

Other 

Banks, 

etc. 

Short 

Moncv 

In- 

vest- 

ments 

Dis- 

counts 

Loans 

and 

Ad- 

van- 

ces 

B of Liverpool and 

£ 

o/ 

/o 

**/ 

/o 

% 

% 

% 

% 

Martins 

70,996,000 

11 3 

28 

7 5 

18 7 

8 1 

54 9 

Barclays 

Coutts 

320,650,000 

11 1 

26 

60 

17 6 

17 1 

49 3 

19,093,000 

8 1 

2 5 

137 

24 6 

18 6 

39 0 

Glyn Mills - 

21,524,000 

12 3 

4 8 

16 4 

284 

60 

401 

Lloyds 

L. i\ W and Parr’s 

826,754,000 

112 

30 

4 0 

20 2 

20 5 

44 3 

296,555,528 

10 2 

2-8 

61 

18 2 

20 8 

45 8 

L. J V and Mid - 

1 355,537,263 

149 

32 

40 

14 5 

134 

54 0 

National 

i 42,029,000 

12 6 

•4 

18 8 

32 1 

75 

42 2 

Nat Prov. Union - 

i 259,276,000 

10 0 

27 

4 7 

19 9 

12 2 

54 5 

Wms Deacons 

i 33,404,000 

11 7 

4 4 

4 0 

13 4 

6 5 

66 2 

Total - 

1,751,718,791 

117 

29 

5 7 

18 5 

15 9 

49 7 


Services of the Banks. — Operations on Current Account . — 
Money deposited on current a/c is lent to the banker on 
the understanding that the depositor may withdraw the 
whole or part of the amount at any time, without notice. 
The London banks grant no interest bn current accounts, 
but they make no charge for working the account, provided 
the customer maintains a minimum balance of sufiicient 
amount (usually £50 or £100) to beremimerative to the bank. 

On the Continent and, by arrangement, in some provincial 
places, interest is allowed on current accounts, and customers 
are charged commission on “ turnover ” (i,e. withdrawals). 

By depositing his money on current a/c the customer is 
relieved of the anxiety of keeping a large amount of cash 
on his premises, and secures the great advantage of having 
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the amount of cheques, bills, etc., due to him collected and 
placed to the credit of his account, the balance of which is 
held at his disposal to draw cheques on the bank and 
domicile his acceptances and promissory notes with the 
bank for payment ^ in the same way as cheques are paid. 

Coupons and Securities. — bank will buy or sell securities 
in the London or foreign markets on a client’s behalf, and 
hold certificates and coupons in safe custody. The banks 
employ their own stockbrokers, with whom they share 
commission.* 

A holder of shares or stock may arrange to have dividends 
or interest paid direct to his bank instead of receiving the 
warrants at his private address. Coupons and “ drawn ” 
Bonds (see p. 40) are usually negotiated and collected 
through the banks, as it is a great convenience for the holder 
of bearer bonds to be able to hand them over to his banker 
with instructions to detach and collect the coupons at the 
proper place as they fall due, and watch the lists of drawings. 

Isstce and Transfer Departments. — ^Many of the London 
banks undertake the clerical work connected with the issue 
of stocks and shares, and act as Registrars for public bodies 
and companies. The charge for issue work usually takes 
the form of a commission, and for transfers the bank 
receives either the transfer fees or a fixed annual sum as 
remuneration. 

Standing Orders. — ^Among other current account services 
may be mentioned the execution on behalf of clients of 
Standing Orders to pay subscriptions to clubs, charitable 
institutions, etc., at Regular intervals, the arrangement of 

Bail Bonds and O^rarUees, and the holding of Securities 
and Documents in Escrow,^ whereby the banker acts as a 
useful intermediary between contracting parties, and the 
services of the 

IrMligence Department, which are at the call of the 
bank’s clients. Information on the credit and standing of 

^ See Principles and Practice of Business, p. 226. • 

*At the present time (1922) the bank and the broker take 
half each. ^ 

• A deed is called an Escrow when it is delivered subje<?t to a 
condition, and is not to take effect if the condition is not 
fulfilled. 
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companies, firms and individuals at home and abroad is 
supplied at the request of customers, anrf'in some caees the 
work of the department extends to collecting information 
on political, commercial and financial conditions in all 
parts of the world, and studying the influence of such 
conditions on individual transactions. 

Custody of Valuables. — Clients may also find it useful to 
entrust documents and valuable articles of property such 
as jewellery, plate, furs, etc., for safe custody in the safes 
and special store rooms of the banks. 

Deposit Accounts. — Deposits which are withdrawable at 
notice are entered on what are known as Deposit a/cs, and 
always yield interest. Notice of withdrawal is usually 
seven days, but it may be a fortnight, a month, or any 
length of time agreed between the banker and his customer.' 
The London Banks allow interest on Deposit A/cs at the 
official Bankers* Deposit Bate, which fluctuates with it from 
time to time (see p. 131). 

On the Continent, and at sonio provincial banks, the rate of 
interest is a matter for agi’oement with customers, and it may 
be increased or reduced according to the banker’s need to 
encourage depositors to lend him their money. But customers 
are warned of any decrease in the deposit rate, to enable them 
to terminate the contract and withdraw their money if they 
do not consent to the revised rate. 

While taking care to maintain the required minimum 
balance on current a/c, the trader ha»no desire to leave a 
large sum of money, which could earn interest, lying idle. 
Siuplus funds which will be required later, but are not 
needed for immediate use, may profitably be transferred 
from current a/c to deposit a/c, a withdrawal back to current 
a/c being made when ready money is again in request. 

Acceptances and, Engagements on account of Customers . — 
Bankers are willing, by arrangement, to accept bills drawn 

o 

working of Current and Deposit A/cs, and the docu- 
ments used in connection therewith, are fully explained in 
Principles and Practice of Business, chap. 7. 
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on them by their customers. ^ These bills may be discounted 
in the open marl^et at the specially low rates charged for 
“ bank bills/’ and thus provide a means of raising money 
as effective as a direct loan. Naturally the customer must 
engage to put the banker in funds before the bill falls due, 
so that the banker’s liability to honour his acceptance is 
supported by a corresponding asset shown on the other 
side of the B/S as “ Liability of Customers on Acceptances, 
etc., as per contra.” Such engagements may also include 
credits authorizing the drawing of bills, as explained on 
p. 296. Endorsements, though usually included in the 
same item, belong to a slightly different category, for an 
endorser’s liability is only contingent on the drawee’s 
failing to accept or pay it. 

Discounting , — Reference to the table on p. 100 will show 
that for the period under review 15 ’9 % of the clearing 
banks’ deposits was invested in Bills. The most desirable 
features of bills of exchange as an investment are (a) their 
maturity at a fixed date from which the parties may be 
held liable if the bill is not paid, and (b) the probability 
that if a bill is drawn for value received by the drawee the 
latter will have the means to pay it when it falls due. 

Genuine tirade bme are drawn for goods, which will eventu- 
ally be disposed of and turned into money. 

In the case of bank bms or “ fine bills,” including bills 
drawn under bankers’ credits, bankers’ acceptances, and 
any bill bearing the signature of a bank or financial house of 
undoubted standing, the question of security does not 
arise. Bankers exercise caution, however, in regard to all 
other bills, and if a private individual sought to discount 
a bill he would probably meet with a, refusal, as without 
some evidence of a definite trading relationship between the 
parties, the banker would infer that the docuijient was of 
the class of accommodation bill, vulgarly known as Mitm 
^ See chap. XI. 
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or “ WindmiiiB,” i.e. a bill drawn ostensibly for value, but 
actually created for the sole purpose of raising money by 
discounting it. But these must not be confused with 
Accommodation bills drawn under bankers’ credits (see 
p. 152), which are as good a security as any other bank 
paper. 

Whereas bankers have at their disposal very accurate 
information regarding all inland firms drawing or accepting 
biUs, they are not able to watch foreign business quite so 
closely. It is therefore more difficult for them to detect 
accommodation paper drawn on overseas firms, which may 
be drawn against imaginary shipments, or refer to shipments 
which may exist, though their value is grossly exaggerated. 

Promissory Notes arising out of genuine transactions can 
be discoimted in the same way as bills of exchange. A 
banker is also sometimes willing to discount a promissory 
note signed by the person discounting it, this procedure 
being a convenient method of lending against personal 
security. The banker usually requires the endorsement of 
at least one substantial person. 

Discounting is not necessarily confined to dealings in 
bills. Redeemable and Drawn Bonds may also be dis- 
counted, and in some countries Drawback Debentures, 
payable at a date subsequent to the date of issue, are also 
discouirted. Some, but not all, German banks are willing 
to discount book debts (see p. 110). • 

Advances to Customers . — ^A banker’s loan may take the 
form of (a) an overdraft on Current Account, or (b) an 
advance on Loan Account. In the first case the banker 
allows his customer to overdraw his current a/c up to a 
specified limit, and charges him for interest on the amount 
overdrawn, the interest being usually I % above bank rate 
and calculated on the maximum debit balance during each 
Tuonth.* In the second case the full amount of the loan is 
entered to the credit of current a/c, the customer is debited 
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in a separate loan a/c, and interest is charged on the full 
balance standing^to his debit in the loan a/c, whether he 
uses it all or not. Whereas the loan a/c method is usual 
in London, overdrafts are more general in the provinces. 
Some bankers charge commission on turnover (say J %) in 
addition to interest on the money advanced. 

The British banks use about half (49*7 % in the example 
shown on p. 100) of the money received in deposits for 
making advances to customers, apart from discounting 
bills. 

In^ exceptional cases advances may be made on the 
strength of customers’ ability and integrity ; but as a 
general nile bankers do not lend without security. The 
principal forms of security are : 

1. Billa of Exchange ; 

2. Marketable Securities ; 

3. Documents of Title to Goods ; 

4. Life Policies ; 

5. Personal Guarantee ; 

6. Bills of Sale ; 

7. Mortgages. 

A lender’s object in demanding security is to acquire some 
right or property which will enable him to recover the loan 
more easily than by suing his debtor in the court. Security 
may take the form of (a) a lien, (6) a pledge, (c) a mortgage, 
or (d) personal security. 

A banker has a^en^ on all moneys or property which 
come into his possession in his capacity as banker, but has 
no lien on articles left for safe custody, in regard to which his 
position is that of a bailee (see p. 163). The collection of 
bills and documents is part of the banker’s business, how- 
ever, and therefore he has a lien on such things if they are 
left with him for that purpose. 

Bills discounted, or made payable to the banker jmd negoti- 
ated to him, are of course the property of the bai^er,*sq the 

^ See Principles and Practice of Bnainese, p. 286. 
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question of lien does not arise. In the case of foreign bills 
cMcUeral security is frequently given ^ in bilfe of lading. 

A pledge is a bailment of personal property for the purpose 
of securing the repayment of a loan or the fulfilment of any 
obligation. The lender or pledgee is entitled, in addition 
to his right of lien, to sell the goods if the pledgor fails to 
repay the loan. In considering the suitability of any article 
which may be offered as security, the banker has regard to 
(a) its inherent worth, (6) its tendency to fluctuate in value, 
and (c) the possibility of turning it into money at once in 
the event of the borrower failing to repay the loan. '•Any 
kind of movable property may servo as a pledge, but the 
most usual are marketable securities, merchandise, life 
policies, and bills. As the value of any sort of property 
is liable to depreciation, the pledgee is careful to protect 
himself by lending only a part of the value of the security, 
whatever it may, so as to leave a margin for a drop in 
prices. 

Where inarketable iiivastinents are pledged to secure a loan, 
the banker usually requires the borrower to sign a Memorandum 
of Charge describing the investments, authorizing the banker 
to realize them and reimburse himself out of the proceeds 
should the borrower make default, and to call in the loan after 
giving notice, or for want of better security if the value of the 
pledge is not mamtained. 

Bearer securities are preferable to j^egistered securities, 
because the banker’s title thereto is complete by delivery. 

Bills of Lading, Warehouse Warrants, and Delivery Orders 
are another common form of security, the banker’s rights in 
regard to which are usually written in a Letter of Hypotheca- 
tion. * 

Before lending on the security of a Life Policy a banker 
lAay require his customer to execute a proper asslgiiment of 
poUcy, and to receive notice from the insurance company 
that the assignment has been registered. The banker will 
^ also. require his customer to show receipts for premiums 

» See chap. VI. * See chap. VI. 
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as they are paid^ so that he may see that the policy is not 
allow^ to lapse: 

A Bond or Ooaraatee must be in writing, and must be 
signed by the guarantor. No claim can be sustained against 
the guarantor unless the debtor has actually failed to pay, 
and the guarantor is not liable in respect of debts incurred 
outside the scope of the guarantee. The amount is always 
stated, but the guarantee may be limited as to time, or 
continuing y and joint or several. 

The difEerence between a pledge and a mortgage is that 
a pledge is a bailment, whereas a mortgage is a transference 
of ownership. Goods pledged remain the property of the 
pledgor, subject to the pledgee’s right of lien and conditional 
right of sale, but the pledgee must have control of the goods. 
Mortgaged goods become the property of the lender, subject 
to the borrower’s right to redeem, but the borrower may 
retain possession of the goods. 

The term Mortgage is usually applied in connection with 
landed property and ships. The debtor and creditor are 
known respectively €ts the mortgagor and the rrvortgagee, A 
mortgagee of landed property has the right, subject to the 
terms of the mortgage deed and the Conveyancing Acts, to 
obtain payment of his debt through the exercise of his power 
of sale, when it has arisen, without regard to the then existing 
condition of the market. If by realizing his security the 
mortgagee receives more than enough to pay what is due upon 
it, he stands in a fiduciary position towards the mortgagor 
with regard to the balance. A legal mortgage is contamed in a 
deed legally conveying the property. An equitable mortgage 
is effected by merely handing over the title deeds ; and the 
borrower is usually required to sign a Memorandum engaging 
to effect a legal conveyance if called upon to do so. Where a 
short loan is required for commercial purposes, the equitable 
mortgage is more usually resorted to, as it saves trouble, and if 
the borrower duly repaj’s the loan the formality incurs 'no 
expense beyond the 6d. steunp for the memorandum. 

ft 

Mortgages are not a favourite form of security among 
bankers, because they are not a liquid investment. The 
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mortgagor usually requires a loan of long^duration, and if 
the mortgagee should be obliged to exercise his right of sale 
and thrust the property on the market at a time when 
inquiries were scarce, a sale might realise less than the 
amount of the loan. 

Mortgages are frequently arranged with private individuals 
through the agency of solicitors. Advances on smaller 
properties are made chiefly by building societies. On the 
Continent mortgages are generally arranged through Notaries,^ 
or undertaken by land mortgage companies * and mortgage 
banks,’ but some commercial banks invest a considerable 
pai*t of their funds in mortgages. 

A mortgage on personal chattels — e,g. machinery or 
furniture — must be registered as a Bm of Sale and made in 
accordance with the form scheduled to the Bills of Sale Act, 
1882. The assignor and assignee of goods under a bill of 
sale are known respectively as the grantor and the grarUee. 

Honey at Call and Short Notice. — This item represents 
money lent out in the money market for the shortest 
possible periods. Cau Money ’’ is repayable on demand, 
and “ money at Short Notice includes “ overnight money,”* 
borrowed from one afternoon to the next morning, “ day- 
to-day,” “ weekly,” ‘‘ settlement ” and “ contango ” loans. 

Such advances would be of little use to manufacturers or 
traders, but as short money rates are lower per cent, per 
annum than discount rates they may be*profitably used by 
bill discounters. Short loans can also be utilized by 
members of the stock exchange. 

Dealings with Corporate Bodies. — Apart from the question 
of security, the banker has to consider, in dealing with 
linuted companies and municipalities, that a corporate body 
only exists for the purpose for which it was incorporated , 

* ¥T^Notai/re8 ; Ger. Nolare, 

• * Pr, Cridits Fanciers ; Ger. Bodenkreditanstalten, 

* Fr. Banques Uypoihkcaires ; Ger. Hyp<dhekenbanken. 
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and that its officials have no power to bind it to any con- 
tract which is odtside the scope of its business or contrary 
to its regulations. Before opening an account for a com- 
pany, bankers require the company to produce copies of 
the following documents : 

(1) Certificate of Incorporation ; 

(2) Memorandum of Association ; 

(3) Articles of Association ; 

(4) Resolution of the Directors appointing the bankers as 

bankers to the Company. (This copy to be signed 
by the chairman, countersigned by the secretary, 
and to bear the Company’s official seal.) 

From these documents the bankers may ascertain the 
manner in which the account is to be worked, the powers 
which the company has to borrow money, and whether the 
bankers have been properly appointed by the authority of 
the company. If money were borrowed ultra vires the 
company, or ultra vires the directors (i.c. beyond the powers 
given in the Memorandum or Articles of Association), 
the bank would have no legal power to recover such money 
from the company. 

Foreign Commercial Banks. — In comparing British banks 
with those of foreign countries we find that the most salient 
differences between British and Continental banking lie 
in the direction of (a) security, (6) liquidity, and (c) variety 
of operations. 

It IS generally conceded that manufacturers and traders on 
the Continent — particularly in Germany and Switzerland — can 
obtain more liberal a.ssistance from the banks than is available 
in this country. The Continental banker is usually more 
willing to advance money without security to a business man, 
provided the latter can show that he requires the loan for a 
productive purpose and can give evidence that when he has 
carried out his plans the means to repay the loan will be 
forthcoming. 

(1) Take the case of a London furrier, who has jfeceived 
numerous inquiries for cheap woollen boas. He bought 9 
large stock of sheepskins at public auction, so as to get them 
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cheap, and deposited them at a public warehouse, so as to 
raise a loan on the warrant (see p. 272). tThe banker, who 
advanced part of the value on the secuiity of the warrant, 
wfius willing to release the skins in batches against repayment 
of a proportionate part of the loan, but not otherwise. The 
boas were required for sale in the autumn, but the furrier 
started manufacturing almost a year before. The bank’s 
insistence on payment before delivery of the skins put such 
a strain on the furrier’s resources that he had to curtail his 
other business to “ make both ends meet.” A German banker 
would have let him have the skins and extended the 4oan 
without demanding further security. 

(2) Take as another instance the case ' of a Midland manu- 
facturer selling goods to Italy. The Italian buyer has been 
accustomed to long credit, and if long credit is refused the 
business will probably be impossible. The manufacturer sells 
goods for, say £60,000, and the payment of that price would 
leave him with a considerable margin of profit, but the offer 
of the Italian buyer to pay him the equivalent of £60,000 
in lire at six or twelve months is not attractive. He would 
much rather accept a lower figure than £60,000 for a clean cash 
transaction in sterling, and it is in connection with such business 
as this that the German banks act as intermediaries, taking 
a share in the profit and part of the financial liability. Ob- 
viously any banker would be foolish in undertaking such risks 
without knowledge of the buyer’s financial standing and the 
manufacturer’s ability to fulfil his part of the contract ; but 
the success of Germany’s overseas trade before the war was 
largely due to the efficiency of that country’s banking system 
coupled with an elaborate network of commercial intelligence. 

(3) There are a few German banks whiah have developed a 
system of discounting book debts. The wholesale merchant, 
who is frequently obliged to allow his customers long credit 
on open accounts, is as anxious to turn these debts into money 
as if they were secured by acceptances. The banks which 
undertake the discounting of book debts naturally make full 
inquiries into the resources of customers requiring this sort 
of* accommodation, and in order to allow for bad debts only 
a portion of each account is discounted. The amoimts 
of invoices ^nd statements discounted are not paid to the 
bank^ but are collected by the creditor, so that the trade 

^ Cited in the Report mentioned on p. 112. 
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debtor has no knowledge of the arrangement. In collecting 
the debt the creditor acts in the capacity of agent for the 
banker, and must therefore hand over to him all moneys so 
soon as they are received, but is entitled to retain the margin 
provided it is not due to the banker under his general right of 
lien in respect of previous accounts. 

Some banks have discontinued the practice of discounting 
book debts because they have found that traders have used 
the system as a means of raising money twice over on the 
same security. It has been possible for a merchant to obtain 
a loan at one bank on the security of his assets generally, as 
certified in his balance sheet, and then to get another bank to 
discoimt his book debts. 

Naturally the granting of financial facilities without 
realizable security impairs the liquidity of a bank’s resources. 
The class of loans referred to above cannot be called in at 
short notice, and if trade is bad they have to be renewed 
against no better security than was given in the first 
instance. The greatest difference as regards liquidity 
between British and foreign banks may be seen where the 
latter apply x>art of their funds to financing companies, and 
acquiring an interest in non-banking concerns. 

(4) In the case of German manufacturers it frequently 
happens that on the Board of the company there is a repre- 
sentative of a bank, and there is little doubt that German 
banks have exercised an amount of control over the manu- 
facturing concerns in which they are interested which would 
not be possible, evAi if it were desirable, in the United 
Kingdom. Such interference has in most cases origmated by 
the industrial undertaking becoming heavily committed to 
the bank, which has been willing to allow further credit in 
return for admission as limited partner or shareholder. 

(6) More or less complete control of industrial undertakings 
is exercised by the Trust referred to on p. 23. The 

most celebrated exanqile is the Bank fur ehkUiache Unter- 
nehmungen, which was founded in Ziirich in 1896 by the 
Allgemeine Elektrizitkts-Gesellschaft of Berlin, fei the Ifust 
year before the wai* of 1914-18 this bank ha-il a capital of ^ust , 
over 120,000,000 Swiss francs, which was invested in shares of 



112 TRADE, TRANSPORT AND FINANCE ohap. 

thirty-four companies of various nationalities, owning power- 
stations, tramways, electro-chemical or engineering works, 
or engaged in financial business. Although these com- 
panies had the appeetrance of being independent, and their 
shares were dealt with on the stock exchanges, the majority 
of the shares of each were held by the Trust Bank, and the 
majority of the shares of the latter were held by the A.E.G. 

(6) A divergence from the traditions of banking proper as 
complete as that of Trust Banks, but with a more risky pur- 
pose, may be seen in the Continental Finance Banks, ^ which 
finance new undertakings by taking up or underwriting (see 
p. 66) new share issues, with a \dew to disposing of them at 
a profit. In this country financial companies which undertake 
underwriting are not called banks. 

A sub-division of the above category, to which we will give 
the name of Speculation Banke,^ extend their operations to 
commission business en bourse^ and devote the funds w'hich 
they control to speculation in all sorts of securities, and even 
commodities. These banks usually do no banking proper, 
though they occasionally deal m bills, foreign exchange and^ 
precious metals, and theii* depositors are capitalists who 
employ the bank to work for them on a commLssion basis, or 
co-operate with the bank on joint adventure. 

While some finance banks work almost entirely with money 
borrowed in the form of deposits, many banks of this class 
have a very large share capital, and in any case such work as 
underwriting new issues, “ stagging,” and “ rigging ” the 
market by simultaneous buying and selling on a large scale 
with the object of affecting prices, can only be imdortaken by 
firms having considerable means at their disposal. 

British Financial Facilities. — ^In this* country an attempt 
has been made to encourage foreign trade after the manner 
of the Gterman banks by the formation of the British Trade 
Corporation, which was constituted under Royal Charter in 
1917, “ to provide financial facilities for trade after the war.” 
Tfie charter was given in accordance with the recommen- 
dations of a Committee appointed in the previous year to 

* Fr^ Bahque de Placement ; Haute Banque, Ger. Qriindunga- 
hank, Finanzierungsbank. 

* Ft. Banques de Speculation, 
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“ consider the best means of meeting the needs of British 
firms after the \^ar as regards financial facilities for trade, 
particularly with reference to the financing of large overseas 
contracts.” 

The chief features recommended in the report of the Com- 
mittee were that the trade bank or corporation should (1) have 
a capital of £10,000,000 — £2,000,000 has now been paid up — 
(2) not accept deposits at call or short notice, (3) only open 
current a/cs for parties requiring overseas facilities, (4) afford 
special facilities for dealing with bills in foreign currency, (6) 
issue credits to parties at home and abroad, (6) have agencies 
and branches abroad, (7) inaugurate an information bureau, 
(8) not interfere with other banks, but invito them to worfe 
on joint account and submit transactions which they are 
not prepared to undertake alone owing to length of time, 
magnitude or other reasons, (9) co-operate with merchants 
and manufacturers and possibly accept risks on joint a/c, 
(10) become a centre for syndicate operations, (11) receive 
Government assistance to foster British key-industries and 
British interests abroad through the co-operation of foreign 
attaches. 

As regards the financing of new companies and large 
contract operations at home, services similar to those 
offered by the foreign financial banks have been provided 
in the past by British financial houses other than banks. 
The Commercial Bank of London, Limited, was formed to 
undertake this class of business, but it has now ceased to 
be a bank, having discontinued its deposit banking business 
and altered its name to the Commercial Corporation of 
London, Ltd, 

Savings Banks. — Savings Bank differs from a commer- 
cial bank by being a voluntary institution, existing merely 
to encourage the humbler classes to save their earnings. 
private savings banks are regulated by the law relating to 
Trustee Savings Banks. The only other kind«of savings 
bank is the Post Office Savings Bank, which is the property., 
of the State. 


M.T. 


H 
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Trustee Savings Banks are so-called because their manage- 
ment is committed by the depositors ®to trustees and 
managers. The property belongs to the depositors, and the 
bank exists solely for their benefit. A part of the moneys 
deposited is invested in approved securities, but the trustees 
and managers must not derive any personal profit from the 
proceeds, or deduct therefrom any more than is necessary 
to defray the expenses of management. 

The movement was originally associated with the clergy, 
and the first three savings banks were founded by clergymen, 
one in 1799 at Wendover, the next m 1807 at West Oalder, 
and another in 1810 at Ruth well. The first two Savings 
Bank Acts were passed in 1817, and have been followed by 
^numerous statutes for the protection of dej)ositors in private 
savings banks The Act of 1863 provides inter alia for a 
half-yearly audit, and compels trustees and managers to 
submit weekly returns to the Commissioners of National 
Debt 

The Post Office Savings Bank was formed by Act of 
Parliament in 1861, when Mr. Gladstone was Prime Minister. 
A government savings bank had been suggested as early as 
1806, but the proposal that it should be run by the Post 
OflSce was first made in 1858 by Archdeacon Hamilton, who 
saw that the bank could thus be held constantly before the 
public, and branches provided in the greatest number and 
at the least possible expense The idea was elaborated in 
1859 by Mr Sikes of the Huddersfield Banking Co , and the 
final plan drawn in 1860 by Mr Chetwynd of the Post 
Office 

In the British Isles the number of Post Office depositors 
is now more than twice as large as tha^. of the members of 
all other savings banks put together 

The Post Office performs some of the functions of com- 
mercial banks, in so far as it receives deposits and pays 
interest thereon, collects checjues and dividends, purchases 
and sells Government Stock and Annuities for its depositors, 
and undertakes (though not m the savings bank department) 
ifiland and foreign remittances by Postal Order, Money 
Order, or Telegraphic Money Order. The Post Office does 
not. however, issue notes, or make payments against 
^cheques, or pay out any sum over £1 on demand, or under- 
take discount, loan or acceptance business, commercial 
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intelligence, collection of foreign bills, or any banking 
service which coiMd be of practical utility to the trading 
community. 


Exercise 4. 


1 . What IS Finance ? (S.A.tpc.II.) 

2 . What IS a bank ? Frame your answer so as to exclude 

concerns which, in your opinion, carry on business improperly 
under the name of a bank. (S.A.tpc.II.) 

3 . Write notes for a brief essay on the origin and develop- 
ment of Banking up to the toundation of the Bank of England. 

4 . Who were the Lombards, and what part did they play in 
commerce ? 

5 . What was the Bank Restriction Act ? To what extent 
did it achieve its object ? 

6. State briefly the mam provisions of the Bank Charter 
Act of 1844. Show how the Bank’s jiresent timetions and 
privileges differ from those which existed before 1844. 

7 . How would you ascertain from the Bank Return issued 

every Thui*sday afternoon by the Bank of England the amount 
of notes in circulation ? What are the items Rest," “ Public 
Deposits,” and ” Cold and Silver Bullion ’’ referred to m the 
Banking section of the return ? • (D.C.C.II.) 

8 . What is meant by a ” Suspension of the Bank Act ” ? 
Has such a suspension ever occurred, and it so with wdiat 
effect ? 

9 . To wdiat features is the stability of the inodiTii banking 
system mainly attributable ? 

10 . Why do the London joint-stock banks issue returns, and 

w'ho uses such returm ? (S.A.tpc.III.) 

11 . What are the jirmcipal items m the balance sheet of a 

joint-stock bank ? How can you tell from such a balance sheet 
that the bank is sound ? (S.A.tpc.III ) 

12 . What IS the difference between a drawing account and a 

deposit account ? What in general is the relationship between 
a banker and his customer ? In wdiat way does a banker lend 
money (or credit) to his customers, and whose money (or credit ) 
does he lend ? (S.A.tpc.II.) 

13 . Both banks and life insurance companies are large 

investors. State briefly the considerations upon which each 
decides what are desiralile and what are uuclesirable fnvest- 
ments for them to make ? (S.A.tpc.III.) 



116 TRADE, TRANSPORT AND FINANCE chap, iv 


li. State briefly the advemtages the trading community 
derives from our modern system of banking. (S.A.tpc.II.) 

16. What is meant by (a) discounting, (6) accepting of bills 
by a banker? 

18. For what purpose does a banker require ** security ’* for 
a loan or overdraft ? And why are good trade bills often 
discounted in the ordinary course of busmess without collateral 
security? 

17. Distinguish between (a) a lien, (b) a pledge, and (c) a 
mortgage. Illustrate your answer by means of examples, and 
show which classes of security are desirable, and undesirable, 
from the banker’s point of view. 

18. What are the advantages to a business man of having a 

bankmg account ? (D.C.C.II.) 

19. What special precautions are taken by bankers before 
allowing banking facilities to corporate bodies ? 

20. What are the chief functions of a bank (a) in England, 

(6) in Germany ? (S.A.tpc.II.) 

21. What long-term financial facilities are available in 
England to (a) exporters and overseas traders, and (h) home 
contractors and undertakers of now industries ? 

22. How docs a savings bank (e.g, the P O. Savings Bank) 

differ from an ordinary bank ? (S.A.tpc.II.) 



CHAPTEE V. 

THE MONEY MARKET. 

London as a Banking Centre. — ^That London is the 
monetary centre of the world is due to its geographical and 
commercial position, as the most important seaport. The 
growth of international trade has made it necessary for 
producers and consumers all over the kingdom to be repre- 
sented at the port through which they have their dealings 
with the outer world, while foreign and colonial bankers 
have found it profitable to open branches in the metropolis 
in order to secure a greater share of their countries’ Exchange 
business ^ with Great Britain. The large Entrepot trade ^ 
done in London also necessitates extensive banking facilities, 
and as London is a market for the produce of every country 
in the world * bills and credits payable in London are offered 
for sale in all commercial centres, and may be purchased 
by foreign buyers of British goods. London “ paper ” has 
thus become in a measure a sort of international currency, 
the demand for which has increased as the supply has 
become more plentiful. All commercial centres are in 
touch with London, though they may not have direct 
banking connections with other centres, and so it happens, 
that numerous transactions in goods between points outside 
this country are financed here. Thus produce from the 
East to the United States and from South America to Japan 

1 Chap. XI. * Cliap. XII. ^ chap. XIII. 
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may be shipped against acceptance credits ^ arranged 
through London in sterling form, and it is the readiness 
with which such credit is granted and the respect which 
attaches to the sterling bill that makes this business 
possible. 

London is also an important market for precious metals, 
a state of affairs which is largely due to the fact that 
formerly (1S21 to 1914) London was a free market for gold, 
to which foreign countries had access through the simple 
expedient of cashing Bank of England notes at the Issue 
Department ; that the South African gold mines belong to 
British companies : and that Britain’s extensive trading 
relations with the East have naturally resulted in a 
su])ply of and demand for silver at her principal jiort of 
commerce 

All these causes have contributed to London’s banking 
resources, ^hich have become greater than thos(‘ of any 
other centre in tin* world, and have themselves helped to 
keep British trade together and to develop it. 

vSomc idea of the working of the Banking System in 
London may be gained by imagining the various banks 
having offices in the metropolis to be arranged in two 
concentric circles, with the Bank of England at the centre 
(sec Fig 1 ) 

The Bank of England is represented as the centre of the 
system because it is there that the bulk x>f the gold reserve 
of the country is kept. In addition to keeping the accounts 
of the British Government and some of the lawgest public 
bodies and private firms, the Bank of England is the 
bankers’ bank and the centre of the clearing system. It 
• holds jiart of the reserves of the principal banks in the City, 
its vaults contain the gold which covers the Bank of England 
note issue, and the B. of E. reserve, against which it dis- 
counts bills and makes advances against security, is greater 

' Boo p. 296. 
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than that of any other institution. The Bank Rate of dis- 
count therefore Controls to a great extent the discount and 
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Note. — Payments from one member of tlie money market 
to another usually take the form of a transference of credit in 
the accounts of one or more of the banks represented by the 
inner ring of circles : either (a) at the Bank of England or 
other clearing bank only, or (b) through the clearing house. 

The ultimate meaning of “ money in the money market is 
credit at tlie Bank of England. • 


loan rates charged by other bankers. It is noto\jorthy, how- 
ever, that the system created by the Act of 1844, W}\erebj 
the issue of additional currency by the Bank was made 
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dependent on the purchase of gold, became vitiated by the 
issue of paper money by the Government. Under the 
Currency and Bank Notes Acts of 1914 the large banks 
were able to obtain Treasury Notes through the Bank of 
England (see p. 140). 

The Clearing Banks are content to leave large balances 
to their credit at the central institution for the following 
reasons : (1) The Bank of England provides a convenient 
and gratuitous storage for part of their reserves. No interest 
is paid thereon, but the purpose of a reserve is not to earn 
interest ; and (2) by contributing to the Bank of England 
reserve the other banks strengthen the system as a whole. 
(3) The clearing system necessitates a balance to the credit 
of every member to cover transfers to the A/c of the Clear- 
ing Bankers in settlement of that member’s indebtedness 
to other banks through the Clearing House. The clearing 
balances also include collections for the account of non- 
clearing banks, for in order to make use of the Clearing 
House any banks which are not members must employ 
the services of one of the clearing banks as Clearing Agent. ^ 

The interworking of the banks effects an economy in 

coin and notes, since their reserves consist of cash in hand 

and “ at bankers.” A banker who discounts a bill drawn 

on one of his own customers debits that customer’s account 

when the bill falls due, and thus reduces his liabilities to 

customers on current accounts. But if the bill is domiciled 

elsewhere its payment will be in the form of credit with the 

paying bank, either direct, or through agents, or through 

the clearing house. The same applies to the collection of 

any sort of security through the banks. The receiving 

bank’s balance of “ Cash at Bankers ” is increased, and 

mky be withdrawn in currency if desired. In the event of 

a general demand for currency, recourse must be had to the 

Bank of England. 

# 

^ See Principles and Practice of Busimss, p, 206. 
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The principal banks in each group shown on the diagram 
(Fig. 1) are ; ® 

THE LONDON BANKING SYSTEM. 

English Group. 

Lo7idon Clearifig Banks. 

Bank of England. 

Bank of Liverpool and Martin’s Ltd. 

Barclay’s Bank, Ltd. 

Coutts & Co. 

Cox & Co. 

Glyn, Mills, Currie & Co. 

Lloy^ Bank, Ltd. 

London County Westminster and Parr’s Bank, Ltd. 

London Jomt City and Midland Bank, Ltd. 

National Provincial and Union Bank of England, Ltd. 

Williams Deacon’s Bank, Ltd. 

A Proinnctal Bank. 

Manchester and Liverpool District Banking Co., Ltd. 

There are now only four purely provincial banks in England 
having an mdependent existence, viz. : the Lancashire and 
Yorkshire Bank, Ltd., The Manchester and County Bank, Ltd., 
The Manchester and Liverpool District Bankmg Co., Ltd., 
and the Union Bank of Manchester, Ltd. Of these only the 
Manchester and Liverpool District has an office in London, and 
the Union Bank of Manchester is affiliated to Barclays. 

Scottish Group. 

Bank of ^otland. 

British Linen Bank. 

Clydesdale Bank, Ltd. 

Commercial Bank of Scotland, Ltd. 

National Bank of Scotland, Ltd. 

Royal Bank of Scotland. 

Union Bank of Scotland, Ltd. 

The Bank of Scotland, established in 1695 by Act of Parlia- 
ment, was the first of the Scottish banks. It opened an office 
in London in 1867, and now has a working arrangement with 
the London County, Westminster and Parr’s Rank. The 
next in the field was the Royal Bank of Scotland, incorplbrated ^ 
by Royal Charter and established in 1727. Its London office 
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was opened in 1874. The British Linen Bank, established 
under "Royal Cliarter in 1746 as the British Linen Co., began 
issuing its own notes in 1750, and quickly became a purely 
banking business. It is now affiliated to Barclays. 

Irish Group. 

National Bank, Ltd. 

Provincial Bank of Ireland, Ltd, 

The Belfa^^t Banking Co., Ltd., is affiliated to tlio London 
Joint City and Midland Bank. The Bank of Ireland, Royal 
Bank of Ireland, Ltd., Hibernian Bank, Ltd., Munster and 
Leinster Bank, Ltd., Northern Banking Co., Ltd., and the 
Ulster Bank, Ltd., liave no offices m London. The Bank of 
Ireland began business under Ro\al Charter in 178.‘k and is 
the ol<lest of the six Iriah note-issuing banks. It holdn a 
position in Ireland siiniJar to that m Jiieh the Bank of England 
occupies in England, m so far as it kei'ps the OoviTiuiient 
accounts, and its stock is one in which trustees may invest 
unless otherwise instructexl. 

Colonial Groui" 

African Banks. 

Anglo-Egv [itian Bank, Ltd. 

Brill'll! Bank ot West Africa, Ltd. 

National Bank of Eg\pt. 

Nutioiidl Bank ot South Africa 

Stamlard l?ank of South Africa, Ltd. 

Australasian Banks 

Australian Bank of Commerci*. 

Bank ot Adt;laide. 

Bank of Australasia. 

Bank of New^ South Wales. 

Bank of New’ Zealand. 

Bank of Victoria. 

Coimnercial Bank of Australia, Jjtd. 

Commercial Banking Co. of Sydnc^y, Ltd. 

Coinmonw’ealth Bank of Australia. 

English, Scottish and Australian Bank, Ltd. 

National Bank of Australasia. 

NatSonal Bank of New Zealand, Ltd. 

Queensland National. 

Union Bank of Australia, Ltd. 
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Canadian Banks. 

Bank of Montreal. 

Canadian Bank of Commerce. 
Dominion Bank. 

Merchants Bank. 

Bank of Nova Beotia. 

Royal Bank of Canada. 

Union Bank of Canada. 


British Overseas Group. 

Working in Foreign Countries. 

AnglO'Boutli American Bank, Ltd. 

Bank of Roiiinania, Ltd. 

British Overseas Bank, J^td. 

British Trade Corjioration. 

Colonial Bank, 

Couinwvcml Bank of Bpanisii AmiTiea. 

Hambros Bank of Northern Commerce. 

Imperial Bank of Persia. 

Imperial Ottoman Bank. 

Ionian Bank. 

London and Brazilian Bank, Ltd. 

London and Rivei Plate Bank, Ltd. 

P. & O. Banking Corpoiation. 

Eastern. 

Chartered Bank of India, Australia and China. 

Eastern Bank. 

Hongkong and Shanghai Bankmg Corporation. 
Mercantile Bank of India, Ltd. 

National Bank of Iiuha, Ltd. 

Tlie banks of this group work almost entirely with British 
capital, though thq^r princi]Kil activ ities art' in foieign countries, 
where they hav^o their owai branches or afliliated banks. The 
Eastern Banks are shown separately because, although much 
of their business is m China, the Dutch East Indies, the 
Pliilippmes and Japan, they also operate in the Eastern States 
of the British Empire. 

Foreicjn Grottp. 

American. 

Guaranty Trust Co. 

National City. 

Cliilian. 


Banco de Chile. 
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French. 

Comptoir National d’Escompte de^Paris. 
Credit Industriel. 

Credit Lyonnais. 

Society Generale de Paris. 


Greek. 

Bank of Athens. 


Italian. 

Banea Connnerciale Italiana. 
Credito Italiano. 

Japanese. 

Bank of Taiwan, Ltd. 
Mitsubishi Bank, Ltd. 
Sumitomo Bank. 

Yokohama Sj^ecie Bank, Ltd. 

Spanish. 

Banco de Bilbao. 

Banco Espanol. 


Swiss. 

Swiss Banking Corporation. 


The following summary shows approximately the aggre- 
gate deposits, capital and reserves in 1921 of the banks 
having offices in London ; 


Group. 


Deposits. 

£ millions. 

Capital and llcsc 
£ millions 

English 

- 

- 1,881 

^ 120 

Scottish and Irish 

- 

- 315 

20 

Colonial 

- 

908 

100 

British Overseas 

- 

. 366 

64 

Foreign 

- 

- 926 

126 



4,396 

419 


Naturally the greater part of the funds controUed by 
the banks of the last three groups are employed in the 
countries in^which the banks operate, but their presence 
brings, business to London, adding to its importance as 
a banking centre. 
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The figures do not, however, include two important 
groups of Finaiice Houses, which, though they are not 
banks in the full sense of the word, are properly represented 
in the diagram as forming part of the London banking 
system, as they help in the financing of foreign trade by 
accepting and discounting bills of exchange. Such names 
as Huth & Co., Lazards, Baring Brothers, Brown, Shipley* 
and Kleinworts bring to the mind of the business man a 
group of some thirty so-called Accepting HouBee which serve 
as initiators of great business transactions. As specialists 
in their domain they are more closely in touch with the 
particular trade operations which they finance by means 
of their acceptances than the banks are, and are therefore 
able to provide facilities which would not be obtainable 
elsewhere. Among the Discount Companies, whose special 
function Ls explained in the next paragraph, Alexanders’ 
Discount Co., Ltd., Baker, Duncombe & Co., Ltd., B. W. 
Blydenstein & Co., Ltd., and the National Discount Co , 
Ltd., occupy a prominent position in the London market. 

Bill Brokers and Discount Houses. — A Bill Broker is a 
merchant whose special business it is to buy and sell bills 
of exchange. He fulfils the double function of discounter 
and intermediary between the traders and others whose 
bills he discounts and the banks who re- discount some of the 
bills for him. Though the term “ Bill Broker ” denotes an 
individual dealer in*bills, there are also many large firms of 
bill brokers, and the term is synonymous with “ Discount 
House.” An Exchange Broker is one who specializes in 
foreign bills. 

Both Country and City banks purchase bills from the bill 
brokers and discount houses in addition to discounting for 
their own customers, as (1) they are thus able to obtain a 
supply of first-class bills which would not oth^wise come 
their way ; (2) the brokers usually have a wide seleption 
of bills to offer, so that the banker who anticipates a demand 
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on his resources at certain future dates is able to invest in 
those maturities which will put him in fuAds again in time 
to meet his commitments ; and (3) bill brokers hold them- 
selves responsible for the due payment of all bills offered by 
them. It is not the custom of the bill broker to endorse 
the bills that pass through his hands, but he sees that the 
seller endorses them, and usually gives the re-discounting 
bank a general guarantee covering a number of bills, in 
addition to which he may deposit batches of bills or 
“ Floaters ” (see p. 38) as collateral security. 

As buyer and seller, the broker’s dealings are naturally 
confined to those bills of which there is a positive supply’ and 
demand, for in finance, as in trade, an intermediary cannot 
exist without a market. The bill broker creates a market by 
seeking out the holders of bills, and offering the bills to the 
banks. 

So far as the home trade is concerned, the broker has no 
supply of bills beyond those he may discount himself ; for in 
the usual coui*se of business inland trade hills pass through 
tlie banks for collection, and if the banker is asked to discount 
them he can readily obtain information regarding the status 
of the acceiitors. Moreover, English bankei’s do not have 
their bills re-discounted, as foreign bankers do ; for an atU^mpt 
to realize their portfolio would give an unfavourable impression 
of their financial position. 

By far the majority of bills discounted m London are those 
which arise in connection with foreign trade, and th(^ City 
banks obtain these bills through the bill W’ok'rs. ''Die supplx 
consists chiefly of (1) trade bills drawn abroad ami acce[)ted 
by importers here, and (2) hills accc^pted liy foreign and 
colonial banks umlor London accepting credits, and those 
bearing tlie acceptances of finance houses other than banks. 
The broker calls daily at the offices of the foreign banks, etc., 
and receives from each a list of bills which they wish dis- 
cminted, and with this he proceeds to the City banks to 
arrange business. 

The ban|^s choose those acceptances and maturities wliich 
suit ^their fancy, and are able to refuse, without incurring 
anybody’s (hspleasure, those w'hich they consider less desirable. 
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In particular, the banks are unwilling, for reasons stated on 
p, 103, to discouAt any foreign trade bills unless they are 
either documentary, or if clean, then stating that they are 
drawn against specific shipments. They also discrumnate 
against acceptances by foreign firms and “foreign agency” 
bills, i.e. those accepted by English representatives of foreign 
firms, the bulk of whose assets are situated abroad. 

The intricacies of modern banking, and the vast amount 
of specialized knowledge which is needed to conduct any 
one of its departments, including dealings in foreign bills, 
on such an international centre as London, makes the 
broker’s services very useful to the banker. The special 
business of the broker is to know all about foreign bills and 
the character and credit of the merchants and dealers who 
accept and endorse them. It is, therefore, not surprizing 
that he continues to play an important part in this market, 
though in foreign centres the banks manage to do without 
him. Moreover, the commission taken by the broker, 
amounting to an addition of to % to the rate per cent, 
per annum, is not worth considering The broker buys by 
this amount cheaper than the market rates at which the 
banks re -discount the bills for him, but he is able to dispose 
of many bills which would not command a good price 
without his guarantee. 

The margin of profit obtainable by the bill broker is but 
a very small jiart of the value of the bills which pass through 
his hands, for it is derived from fractional differences 
between the rates which he receives and pays. An immense 
turnover is netessary to make the business profitable, and 
the broker consequently requires a large amount of circu- 
lating capital. 

In addition to selling many of his bills, as explained above^ 
the broker contrives to borrow the money he wants at the 
cheapest possible rates, and just as he needs i^, so as to 
waste nothing^ through paying interest on money whioh is ^ 
not actually in use. It would not be profitable to discount 
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bills with capital raised permanently for that purpose, for 
discount rates are low in comparison witk those obtainable 
from investments for longer periods. The cheapest accom- 
modation may be obtained from the banks, the nature of 
whose business is such that it leaves them with fluctuating 
cash reserves, part of which may be lent out for very short 
periods, though it would not be safe to lock up such money 
in advances to customers. Rather than allow such surplus 
balances to lie idle, though even for a day, the banks are 
willing to lend them at very cheap rates, repayable at 
“ call ” or short notice.” These short loans form the 
bulk of the working capital of the Bill Brokers and Discount 
Houses, who give security as explained above. A portion 
is even borrowed “ overnight,” and it is the bill broker’s 
business to find out each morning which banks are likely 
to have balances available or to call in their advances, and 
to fix his rates of discount accordingly. 

Money at call ” and “ short notice,” and fortnightly 
** settlement ” loans are also used extensively by members 
of the Stock Exchange. 

Though some of the large Discount Companies encroach 
on the domain of banking to the extc*nt of receiving deposits 
to obtain funds which they would otherwise have to borrow 
from the banks, bill brokers as a class cannot be regarded 
as harmful competitors of the. latter. The business of the 
discount houses differs essentially fr^m banking in that 
they cannot afford to keep a cash reserve, or in other words 
to pay interest on money and keep it lying idle. All money 
in the bill dealer’s hands must be interest-earning, and if a 
run is made upon him he relies upon the Bank of England 
to advance him money on the securities lie holds. 

, What is the Money Market? — The “Money Market” 
is that organization through which loanable money is 
dealt in. 4 

In particular, the term is applied to any place where 
advances are obtainable for short periods, and in that sense 
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it embraces no more than the market for short loans and 
the msoount Blarket. The commodity dealt in is the short 
loan ftind, consisting of the total amount of money available 
at any time for advances against bills or for short loans. 
The market is not confined to any particular building. It 
centres around the banks and finance houses, to whom the 
temporary surplus from private and public finance gravitates 
in the form of deposits. The demand for the money arises 
with the need of commercial men and public departments 
for temporary advances to bridge the gap between expendi- 
ture and revenue. 

In a wider sense the Money Market may be understood 
to include the organization through which saved-up capital 
is lent for long periods, or contributed in return for shares 
in joint-stock undertakings. The suppliers of such capital 
are the investing public. Users include governments, 
municipalities, companies, etc. The intermediaries are the 
banks, underwriters of new issues, company promoters and 
stockbrokers. 

The Foreign Exchange Market, the Bullion Market, and the 
Stock and Share Markets are also frequently referred to as 
forming departments of the Money Market, but such a 
classification is not exact, and should be avoided. The 
Money Market is the vehicle through which money is lent 
in return for interest or contributed to undertakers with a 
view of profit-shariqg. The other markets referred to above 
exist for the purchase and sale of foreign currencies, precious 
metals and marketable securities respectively. 

Lombard Sti*eet seems to have' been associated from very 
early times with monetary dealings. Until 1568 the Gold- 
smiths and Merchants used to meet there to transact their 
business ; but m the following year accommodation was 
provided in a building erected m Cornhill by Sir Thom#«s 
Gresham, Queen Elizabeth’s financial adviser. The place was 
first known as the Bourse, and later as the Royal Exchange, 
being the forerunner of the present building of that* name. ^ 
Nowadays the true centre of the Money Market is the Bank 

M.T. I 
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of England, and all the largest banking and financial houses 
of the City are situated in the immediate neighbourhood of the 
Bank and Lombard Street. 

Discount and Money Rates. — The price of money — i.e. 
the cost of borrowing it — is governed, like the price of any 
other commodity, by the relative intensity of supply and 
demand. Every day the financial columns of the leading 
newspapers contain a list of the rates at which dealings 
have taken place on the previous day, and a short article 
on the state of the Money Market generally and the tendency 
of available credit to become more or less plentiful All 
rates are quoted per cent per annum. The following 
exam])les are taken from the Dady Telegraph 
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Hrokers* dep rate (all 21 j na\-to-da\ inone\ 24 2 

Hrokers’ dep not hi 21 i 


Per ( ent 


2H 


‘J m tlm trade b’lls 
4 III tlni tr.idi bills 
bill tine^radi bilL 


Ter i • nt 

^ ■‘i 

44 4^ 

-1 ^ r> 


The Bank Rate is the advertised minimum rale charged 
fty the Bank of England for discounting apjiroved hills or 
granting short loans It is fixed by the Court of Directors 
at thttir meeting every Thursday, but in emergencies the 
Bank has been known to alter its rate on other days. The 
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Bank Rate is usually higher ^ than the market rates quoted 
by other banks and discount houses, because the chief 
concern of the directors is to protect the Reserve rather than 
to attract business. If for any reason the Reserve becomes 
depleted they raise the Bank Rate, thus checking the 
demand for currency, whereupon the other banks, by 
mutual consent, increase their common rate for deposits 
withdrawable at notice, shoivn in the money column as the 
Bankers’ Deposit Rate. This rate has no reference to Bank 
of England deposits, on which no interest is paid It is 
adopted uniformly by all London bankers, and maintained 
at a fixed j)ercentage below ^ Bank Rate, whatever that 
may be. 

The difference between the Market Discount Rate for bank 
bills and those quoted for fine trade bills is due to the 
greater amount of risk attaching to trade bills. It will 
also be noticed that short usances are usually discounted 
at cheaper rates than bills due several months ahead, the 
reason being that long-dated maturities {a) entail a ‘‘ lock- 
up ” not conducive to full utilization of funds, and (6) a 
remote due date tends to increase the risk Rates do not 
vary proportionately to the usance, however, because 
bankers and dealers are above all anxious to arrange their 
books in such a way that they may rely upon funds coming 
^n at such dates as they will be in need of them ; so that the 
demand for say June bills may be no greater than for those 
falling due in July, in which case the rates quoted for both 
maturities may be cf^ual 

‘‘ Overnight ” Money Rates follow more closely the im- 
mediate requirements of the market, and may jump at 
the end of the day to a relatively high figure, owing to the 
fact that brokers who need accommodation at the end of 
one day, but know they will be in funds again the next, 
prefer to borrow for the night at a high rate rather than go 
to the Bank of England for a loan which would be granted 
only for a fixed period of three to ten days. 

^ But the rate actually charged to regular customesB who 
keep their accomit at the Bank is the ciixTent market rate * 

• Two per cent, below at the present tune (1922), 
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The Bank Rate may be regarded as the Regulator of the 
money market. A rise in the Bank Rate, by making access 
to the Bank of England Reserve more expensive, creates 
the scarcity which is necessary to bring about a general 
increase of discount and money rates. Usually the market 
responds at once to any movement in the Bank Rate, which 
is usually increased before a drain actually takes place, and 
is regarded as a reliable indicator of monetary conditions 
as they are or will be in the immediate future. An increase 
in the market rates, if sufficient, must eventually have the 
effect of checking the demand for advances and attract 
deposits, with the result that reserves are replenished, 
market rates becoipe easier, and a reduction in the Bank 
Rate, followed by a period of cheaper money, ensues. 

If the market rates should fail to move in sympathy 
with the official minimum, the market is said to be hostile 
to the Bank. The latter institution has on such occasions 
been known to borrow from the market, or even to sell 
securities “ for cash ” and simultaneously buy them in 
again ‘‘ for the account,'’ in order to increase the demand 
for money and force rates upwards. 

Dear and Cheap Money. — The influences which bring 
about a shortage of currency or increase the demand for 
it, and thereby induce a rise in the Bank Rate, may be 
summarized as follows . 

« 

1. Export of Gold Bullion ; 

2. Trade Activity ; 

3. Holiday and Harvest Expenditure ; 

4. Government Borrowing ; 

5. War and Civil Disturbances. 

^ Conversely (i) the import of gold, (ii) a trade “ slump,” 
(iii) public saving, and (iv) State economy produce the 
opposite effect of increasing the supply of or reducing the 
demand for currency, and consequently inducing a fall 
in the Bank Rate. It is doubtful whether peace is in itself 
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a sufficient influence to bring about easier monetary con- 
ditions, except ifi so far as it brings retrenchment and 
restores confidence ; but (v) the removal of social discontent 
certainly has that effect. Of course the many infiuences 
affecting the money market are capable of a far more 
detailed classification, but the above has the advantage of 
brevity and, it is hoped, greater clearness and more logical 
arrangement than those hitherto attempted. 

1. Oold Movement's . — Before the war of 1914-18 London 
was a ‘‘ free market for gold/’ That is to say gold could be 
coined freely at the Mint without charge, sovereigns were 
freely given by the Bank of England at par value, and no 
restrictions were placed on the import and export of gold. 
Under such conditions withdrawals of gold for export were 
frequent, for whenever foreign exclianges went against us, 
or a shortage of the metal occurred in any foreign centre, 
gold immediately left these shores, and at times shipments 
were so large as seriously to deplete the Reserve. 

Example. — When gokl wa« required for shipment, the 
exporter bought it from tlio Bank of England with a cheque 
drawn on his o^’^n bank Notes were taken from the Reserve 
and transferred to the Issue Dejiartinent. where they were 
cancelled and the gold represented by them dehvere<l. At 
the same time the clearance of the cheque reduced the Bank's 
liabilities. The items “Notes” and “Other Dc])osits ” 
therefore decreased m equal quantities, and tlie Proportion of 
the Reserve fell. 

It is therefore not surprising that the money market 
was more susceptible to movements of gold bullion than to 
any other infiuence. These movements were reflected in 
the Bank Rate. A raising of the discount rate had the 
immediate effect of retaining gold w^hich w^ld otherwise 
have been shipped abroad, and of attracting remittances to 
London to take advantage of the higher rate. 

With the disappearance of gold standards all over 
Europe, and the chaotic fluctuations of exchange rates On 
those countries which have no stable currency, it has been, 
necessary to impose restrictions on the removahof gold for 
export. Nevertheless, gold is still the basis of our currency, 
and as international relations become more settled, ana 
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gold returns to circulation, bullion movements will in all 
probability again become tlie dominant* factor of supply 
and demand in the money market. 

At the present time, apart from the notes of the Scottish 
and Irish banks (which arc not actually legal tender), the 
currency in circulation and in bank reserves consists of : 

1. Gold and subsidiary coin, and Bank Notes repre- 

senting coin , 

2. The fiduciary issue of the Bank of England ; 

3. Currency Notes. 

Our currency laws fix the amount of the Bank’s fiduciary 
issue, and prohibit any increase in the issue of (Currency 
Notes There exist therefore no means wluTcliy the full 
legal tender ciirrenc y (ncirlecting subsidiary or token coins) 
may be augmented or diminished except (i) the import or 
export of gold, and (ii) the consumption of gold for use in 
the arts (The presentation for minting of gold already in 
use in the arts does not normally take place ) 

2 Trade Acfivifif — A period of trade activity has the 
double effect of (a) incn'asirig bankers’ liabiliti(‘s on current 
accounts and (/>) incr(*asing the demand fiir coin and notes 
'IVade and industry, having to e\(‘cute a great(*r number 
of orders, are dependent upon tlui banks for the provision of 
additional working capital to deal with them. This 
means an increasi*d demand on the Banks to discount bills 
and allow o\erdrafts, by the granting ^^f which the banks’ 
liabilities become greater, without any adfhtion being made 
to th(‘ir reserve. On the contrary, increased employ numt, 
enhanced wages and the natural tt^ndency of a period of 
prosjierity to increase retail purchases, result in a depletion 
of the item ' ('ash in hand and at the Bank of England.” 
The ratio of cash to liabilities is therefore adversely affected 
from both ^sides, and the banks are obliged to husband 
their resources with a view^ to stability rather than profit. 
The bill brokers also are faced with an increased volume of 
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business, and, not being able to borrow so much from the 
joint-stock banki, have to go to the Bank of England for 
accommodation. A drain on the Bank of England Reserve 
follows, and the Bank Rate is raised With the repayment 
of loans and the decline of activity the banks’ liabilities are 
diminished, deposits increase, and discount rates regain a 
more normal level. 

Example. - -The effect of* commercial borrowing on the 
Bank Return is st'cn as follows : The credit granted in favour 
of the borrower increases the Banks liabilities under “ Other 
Deposits.*’ On the other hand the asset “ Other Securities 
i!> incr(*as(‘d by the same amount, viz the value of the bills 
discounted or amounts guaranteed m letters of charge. Col- 
lateral security does not of c{>urr.e figure' m tlie Return. 

As an indicator of the prosperity of trade the monthly 
Statistics of the Board of Trade are of particular usefulness, 
showing as tliey do an analysis of the country’s imports and 
exjiorts ’rhe weekly Returns of the Bankers’ Clearing House, 
published each Friday in the leading newspapers, are not 
quite such a good barometer of general trade as they used 
to be, the huge operations of the monc}^ market tending to 
obscure their usefulness to some extent , but a period of 
activity or clepr(*ssion in both home and foreign trade may 
still be clearl}^ discerned from the figures given. 

Example. The follow mg Annual Summaiw shows a marked 
ih^eliiie III all the London eh'anugs from 11)20 to 1921, duo to 
tlie uii|>rece(lented tiad<' * .xhunp ’ that eommeueeil in the 
eaily pa it of 1921. 

• 11)21 P)20 Oecroa'^c 

t t £ 

Oranil Total - - 34 ') io r>V),ai)a 3'M)1H,‘H)3,01K) 4,088,344,000 

Tcmn Ch aiinji - - 30 208,214.000 32 8.'>2,03 4,)»00 ‘2,.")84,710.000 

Metropolitan - - Lino 100,000 *2,003,7 M), 000 4 U .'>84,000 

Count r\ (hoipies - - 3,002.170,000 4,072,220,000 1 070 041 000 

In eoiuparmg the 1920 figures with thot^e of other year^ it 
should 1 h^ remembered that thev rejireseiit greatly inflated 
NaliK's, as m that year the depreciation of tht' currency through 
inflation {q.v.) w*as at its maximum. • 

3. Harvest and Holidaif Expenditure, — Though England 
is the birthplace of modern industry, and its population is 
engaged cliiefly in trading and manufacture, a census df 



136 TRADE, TRANSPORT AND FINANCE chap. 


the total production of Great Britain and Ireland shows 
that agi'iculture is still the greatest soifrce of wealth in 
these islands.^ From the financial standpoint, agriculture 
differs from other industries in that its demands for capital 
are intermittent, and are therefore particularly effective in 
influencing money rates. These demands also have the 
peculiarity of recurring at regular intervals, so that although 
the need of advances to meet expenditure at harvest time 
causes a strain on the cash reserves of the banks throughout 
the country, the fact that it is not unexpected makes it 
more easy to eope with. 

Withdrawals of legal tender for the summer, Christmas 
and Easter holidays also have a noticeable effect on the 
market, as may be seen from the newspaper cutting repro- 
duced on p l^(). This influence varies to a great extent 
in sympathy with the state of trade, a period of trade 
depression being necessarily concurrent with a reduction 
of pc'rsonal expenditure. 

4. Government Borrowbuj — It is perhaps a defect of our 
banking system that Public Finance is capable of exerting 
an overwhelming influence on the money market Though 
the financial requirements of trade are far gre*ater than those 
of the government, the latter (through the Bank of England) 
strike at the heart of the monetary system, with the result 
that rates are affected considerably more than they would 
be by the establishment of an equal amount of credit at 
the other banks. 

Government borrowing may take th^ form of (a) an 
addition to the temporary, unfunded or Floating Debt, or 
{b) an addition to the permanent or Funded Debt, The 
first consists of (1) ways and Means Advances by the Bank of 
England for short periods, (2) the issue of Treasury Bms 
maturing at three, six or twelve months, and (3) the issue 
of Treasury Bonds redeemable' in say five years or more. 
An* analysis of the floating debt is published with the Revenue 

^ In 1907 agriculture earn€>d a total revenue of 210 millions 
sterling, as against 153 millions produced from iron and steel, 
w^ach took the second place. 
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Return in the le^ing newspapers, 
example, dated Ah April, 1922. 

April 8. 

Advs by iik of England - £8,500,000 

Advcs. by pub deptfl - 176,151,500 

Treasury bills outstanding - 825,634,000 


The following is an 


Compared with 
Idareh 31 
+ £8,500,000 
+ 28,850,000 
- 56,585,000 


Tot4il £1,010,285,500 -£19,235,000 

On April 9, 1921, the floating debt amounted to £1,293,701,000 


The Funded Debt consists of loans redeemable at a fixed 
but remote date or, like Consols, stocks redeemable at the 
option of the Government. 


The effect of an advance to the Government on Ways 
and Means A/c is reflected in the Bank Return as follows : 


Example. — Tho CJovernment having applied to the Bank 
for a loan of say £i 0,000,000 to supply funds re^quired pending 
i^eceijits from taxes or other revenue, credit to that amount is 
opened in the books of the Bank in just the same way as any 
other banker enter’s a loan to the credit of his customer's 
current a/c. Tho liability “ Public Deposits ” is thus in- 
creased, and the security given for tho loan goes to swell the 
asset “ Go^'e^llment Securities ” m the Banking Department 
to an equal extent. The Proportion of the Reserve coyisequentJy 
falls. 

Now the Covernmont, having additional credit at the Bank, 
jiroceeds to pay contractors and other creditors b> means of 
drafts drawn on the public account. The collection of these 
drafts results in transfers in the books of the Bank, whereby 
Public Deposits ” fall and Other Deposits ” rise. The 
effect on tho joint-stock banks is to increase their deposits 
and “ Cash at the Bank of England,” thus %mprov%ng the ratio 
of their cash to habihties. 

In view of their stronger position the banks are now able 
to increase their liabilities to the extent of five or six times 
the amount of the surplus thus gained, without making the 
ratio of cash to liabihtit's any woi'se than it was before. The 
opportimity is utilized by granting additional facilities to 
trade, or b> tho purchase of Treasury Bills. If tho latter 
course is adopted the Inflation of Bank Credit is still further 
increased, because the Government is thereby provided with^ 
further credit, which when spent wdll again return to the* 
joint-stock banks in the shape of increased deposits and 
balances at the Bank of England. • 

These movements are of course carefully w’atched hy jthe 
directors of the Bank, who raise tho discount rate whenever it 
becomes necessary to protect the Reserve. 
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The next example illustrates the effect^ of a large public 
subscription to a government loan, as reflected in the Bank 
Return. 

Example. — Cash subscriptions having been received by 
the Bank for a new issue of Exchequer Bonds, the Return 
for the week ending 3rd March, 1920, showed the following 
figures. The second column gives the increases and decreases 
for the week : 

Gove.nment nepoait*^ - £22,438,0*21 £r),lir»,r)(U inc 

other Deposits - - nr>4n,8(H) :}7,4!2,‘)44ilee 

Go\ eminent Securities - r»2,72(»,780 32,431,737 dee 

(Hlier Securities - - ‘12 331,80") 1,027,270 iiic 

Coin and huilion - - 113"»07,H02 3,ir>2,103 me 

Reser^e 30 S‘V2,0.32 1,470 327 dec 

Ratio to liabilities - - 100 pc 20 pc inc 

Of tlu* £37,412,949 b\ which pri\atc deposits* were draw*n 
down in payment ot tlu* Bonds, £32,431,7.37 wi'ut to reduces 
(lovernnPMit ><‘curities, and £.7,110,501 w’as addt*d to the 
Government balances. I'lic cft(*ct of these ()]>erations w'as 
therefore an Increnne ni the PfoporftoK of th<‘ Reserve. 

Quite as interesting to City men as the weekly move- 
ments of the Bank Return are the rates at which Treasury 
Bills and Treasury Bonds are issued to the market Every 
WTck a certain amount is offered for public tender at the 
Bank of England, allotments being made to the highest 
bidders in full, and the balance divided among the next 
best as a percentage of the amount each offered to take up. 
A certain quantity is also obtainable “ on taj),'' i e as they 
may be required and at a fixed rate. iThc following report 
shows the extent to which Treasury Bill and Bond rates are 
regarded as an indicator of monetary conditions. 

FrlihiN E\cninu[ 7tli April, 1022 

The hij/h prh>c at 'which tlu Fi\c per Cciil TrLMhui\ Hoiuls were 
tciuicrcci for waw even imm hiirprisinu than the Oicapness uf Treasnn 
billfi, and it hcphih to indic.ite toiisidmihlc (onfldcnce in a lower value 
for money, whether the Itaiik rati* is reduced or not 

TREASURY BILLS AND BONDS 

€ 

Applications for the £60,0(K),e(M) Trca«»urv hills and bonds ainoimtM 
•to £118,506,800, and the £1,5,000,000 of Treasnr> bonds otfored were 
anott<‘d at an average price per cent, of £HM> 0 44^/ —nearly 
1 per cent higiicr than a W'eek ago Tenders for bills dated oii every 
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workinK day next woek at l‘M) C« Sd received about 4.> per cent , 
and above in fuli thi* awrage rate per cent bcinw £2 138 1 68d , or 
close on J per c^nt below last wreck’s average The new “ tap ” rate, 
consequently , will be 21 per cent In the table below the results of the 
Treasury bills arc given at different dates 


1P22 

Amount 

Applied for 

Average p c 

March 3 - 

35,000,000 

45.805,000 

3 

3 

1 14 

March 10 

35,000,000 

.58,270,000 

3 

3 

1 81 

Manii 17 

•45,000,000 

•70,825,700 

3 

7 

2 78 

March 24 

•(>(), 000, 000 

•9.5,512,200 

3 

2 

6 3 

March 31 

•60,0(»0,000 

•105.935,000 

2 

17 

11 31 

April 7 

•60,000,000 

•118,596,800 

2 

13 

1 68 


(• Treasury Bills and Bonds ) 

Tenders Mill be received on Thursdav next for Treasury bills and 
bonds to a inaxiinuiu amount ot £65,000,000, the issue oi Treasury 
bonds being limited to £20,000,000 

Of recent years the payment of taxes has caused a con- 
siderable demand for credit, as the burden has increased 
to such an extent that many firms are obliged to borrow 
from the banks to enaliie them to meet it. 

5. War and Civil Disturbances — The cJftect of war or civul 
commotions on the money market may be summed up in 
the statement that hostilities of any kind produce a lack 
of confidence — a failure of credit — and consefiuently a desire 
to exchange all such intangible property as credit, lulls, 
stocks and shares, for tangible property the value of w^hich 
is less affected by contingencies The man whos(‘ posses- 
sions consist of goods, including gold or silver coin, can 
regard political u})hea\ als with gre^ater equanimity than the 
investor, whose income is contingent upon the fulfilment 
of obligations by foreign governments or the successful 
wwking of industry. In other words, when the machinery 
of civilization is endangered by rumours of war or anarchy, 
“ a bird in the hancl is worth two in the bush ” ; investors 
rush to sell their securities, thereby causing a “ slump ’’ in 
the stock rnarhets, and creditors claim payment in coin 
The result is a financial crisis, for supplies of currency 
invariably pro\ e insufficient to meet the demand. 

No better oxaiiq)lo of the iiifliieiiee of war on the nioiiev 
market eoukl be ehoM*ii than the (heat Kuropoan War wliirti 
devastated Kurope from 1014-18. 

Though England <lid not enter the conflict until the 4th 
August, 1914, soon after the declaration of war by Austria on 
the 24th July, tlie Lomlon banks and finance houses began to 
call in money due from foreign countries. The heavy demand 
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for bills payable in London resulted in a breakdown of the 
exchanges, and thus checked the liquidation^of debts. On the 
other hand, the prospect of war with Germany resulted in an 
unprecedented selling of securities on the London Stock 
Exchange for the account of Gennan and other foreign 
subjects. 

The monetary crisis was due, in the first instance, to inter- 
national rather than to domestic causes, for in time of war 
investors who have any property abroad naturally seek to 
recover its value — to snatch the brand from the burning — 
before it is too late. Once started, the drop in prices of 
securities led to a general rush to liquidate, and it became 
necessary to close the Stock Exchange to check the panic. 
Nor was the demand for currency confined to this country. 
Already the Continental bourses had closed their doors, and 
New York followed immediately on London. On the Continent 
the banks were besieged bj’ depositors clamouring for repay- 
ment in coin. 

The Government, in adihtion to (1) closing the Stock Ex- 
change, (2) declared a Horatoriom, ix. a legal postp>onement of 
all debts ; (3) made arrangements with the Bank of England 
to grant credits at 2% above Bank Rate, and at the risk of the 
Govermneut, to provide funds for the payment of bills which 
fiicceptors were unable to meet, and to continue loans against 
Stock Exchange securities ; and (4) authorized the Treasury 
to issue currency notes, at the same time decreeing an extension 
of the August Bank Holiday to throe days to give time for the 
notes to be printed, and a suspension of the Bank Act (see 
p. 94). 

Naturally the Bank of England, besides co-operating m the 
Government measures described above, raised the official 
discount rate. On the 30th July, 1914, the Bank Rate was 
4% ; but that rate endured for one day only, for on the Slst 
July, amid great excitement, it was finally lifted to 8%, and 
on the let August there was a 10% Bank Rate, which lasted 
until the 6th. 

The Currency and Bank Notes Act was passed on the 6th 

August, 1914, authorizing the Treasury to issue Currency 
Notes for one pound and for ten shillings as legal tender 
throughout the United Kingdom. The internal demand 
for legal tender would probably not have been sufficient to 
make these notes necessary, had not the deposits of the 
«Bank of England increased greatly by the creation of the 
credits referred to in the last paragraph. As the war 
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continued, howwer, renewed Government borrowings had 
the inevitable effect of inflating bank credits, as explained 
on p, 137. This led, in conjunction with other causes, to a 
great rise in wages and prices generally, and a correspond- 
ingly greater demand for legal tender, which could not have 
been met under the conditions created by the Act of 1844. 
The issue of currency notes was not, as is too often imagined, 
a ruse on the part of the Government to make revenue ’ 
If the cmrency had not been augmented to correspond with 
the inflation of credits, and consequent dwindling of the 
purchasing power of the currency, bankers would simply 
not have had enough legal tender to meet cheques drawn 
for cash on their customers’ accounts. 

The manner in which the Currency Note Account at the 
Bank of England is kept may be seen from the return published 
every Friday morning in the daily press. This Account stood, 
on the 16th March, 1922, as follows : 

CURRKNOY NOTES. 

The amount of Currency Notes and Certificates outstanding on 
March ir> slioA^ed a decrease of £69,076 10s , as compared witli the 
pre\nous A^eek. Tlie dctaiis follow . 




Mar. 15. 

Mar 8. 



£ 

£ 

Total iRsue - - - 

. 

298,674,910 

298,743,992 

Called ill but not cancelled 

- 

1,664,084 

1,669,285 

In \ cstments reserve 

- 

13,570,809 

13,300,731 

Total liability - 

- 

313,909,869 

313,714,008 

Fiduciary Issue • - 


250,724,916 

260,793,992 

Maximum Issue 

- 

309,988,395 

309,988,395 

ASSETS HELD 

AGAINST NOTE 

ISSUE. 



Mar. 15. 

Mar 8. 



£ 

£ 

Gold Coin and Bullion - 

. 

28,500,000 

28,500,000 

Silver Coin - - - 

. 

6,000,000 

5,000,000 

Bank of England Notes • 

- 

19,450,000 

19,450,000 

Government Seciurities - 

. 

260,804,162 

260,578,576 

Balance at Bank • 

. 

155,707 

185,431 

Katio Gold and B B. Notes to 



Issue .... 

- 

16 1 p.c. 

16 1 p c. 


Under the powers given by the Act the Treasury urfdertool^ 
to issue Currency Notes through the Bank of England to 
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bankers, as and when required, the amount of notes issued to 
each bank to be treated as an advance bearftig interest at the 
current bank rate. Actually the banks, instead of treating 
the notes as a loan, paid for them outright out of their balances 
at the Bank of England, an operation wliich had the effect of 
transferring the amount of notes purchased from “ Other 
Deposits ” to “ Public Deposits.” The credit thus held at 
the disposal of the Government was quickly absorbed in war 
expenditure, thus returning to the banks in the form of 
increased deposits and “ Cash at the Bank of England,” 
improving the ratio of their cash to liabilities, and enabling 
them to invest m further issues of war loan and assist their 
customers to subset ibe thereto by instalments. 

As the banks were thus able to obtain unlimited supplies 
of legal tender from the Bank of England without drawing 
notes from the Keser\e, the normal safeguard of raising the 
Bank Rate heeame unnecessary. At the same time the 
Government, by incurring a floating debt of just o\er 
£1,000,000,000, provided the jniblic with means, m the shape 
of expanded bank credits, of subscribing to war loans amount- 
mg to no less than £8,000,000,000. 

The consequences ol inflation may be se(‘n from a comparison 
of the Bank Returns published just before the war and those 
issued during 1920, when the emission of cui’rencjy notes had 
reached its height and measures were taken to pn^vent any 
further increa.se. A continual declim‘ m the Proportion of 
ihe Reserve is noticeable, fiom over 50 m 1914 to less than 
10?o m 1920. 

The jirocess of deflation is visible m the Revenue Returns, to 
which reference has already been made. 

A sigmficant fact in coimection with deflation is that it has 
been accompanied hy a great deprt^ssion of trade. Evil as 
may be the results of inflation, unfortunately the process of 
deflation brings with it a period of falling prices, loss of trade, 
and widespread unemployment. 

Both Bank Notes and Currency Notes are legally redeem- 
a£le in gold com at the Bank of England, though naturally 
the cashing of notes is strongly discouraged. Moreover, 
the restrictions of gold export and legal jirohibition of the 
melting of gold coin have iiad the effect of protecting the 
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Reserve, and incidentally have severed the link between 
gold coin and biJlion. 

^ The Foreign Exchange Market is any place where 
foreign moneys are bought and sold. Though dealing in 
foreign coin and notes is a form of foreign exchange, it 
plays but a minor part in commerce. P'oreign credit— the 
right to payment in foreign centres — is the principal 
commodity dealt in on the Foreign Exchange Market. 

In London the centre for such dealings was formerly the 
hall on the ground floor of the Ro\al P^xchange, where ev'ery 
Tuesday and Thursday the varioii^ foreign exchange dealers, 
brokerf> and bankeis, used to meet to deal in bills paj^able in 
foreign places. Bargains were recorded, and at the close of 
the day a list was jirejiared and issue ‘d to the press. It 
appeared on the next day — Wedne.sday or Friday — m the 
financial column, labelled “ On ’Change ” or “ London Course 
of Exchange.” A s(*parate table appeared ('\(*ry day, showing 
the rates quoted on foreign centres for sterling bills and 
transfers 

The fluctuation of exchange rates brought about by the 
withdrav\al of goltl trom circulation has had the effect of 
greatly increasing the volume and the speculative nature of 
foi'eign exchange dealings. The market is now situated in no 
particular building. Oealers liave come to make more frequent 
use of the telephone and tclegi-aph tor purposes of communica- 
tion, and are kept m toucli with movements on other centres 
by means of the Tape machine. 

In a<ldition to toieign exchange dealers, vaiioiis banks, 
stoc*kbrok(*is, clubs and jiiivate speculators, who subscribe to 
the E\cliangt» 'Fi'Iegrapli Co., lane a tape macbiue, by means 
of which they are kept m constant touch witli the foreign 
excbangi' rates and stock t'xeliange prices iiiling throughout 
the day. The prices are called Tape Prices, and the fact that 
they are an unbiassed record of the actual ]>rices ruling at the 
tunes stated causes tht'in to be accepted as the basis for 
option dealings, and many other transactions in which it is 
neccssai;> for contiacting j)arties to come to a ])io}>er under- 
standing as to what the true market price is 


1 Set* also chap. XL, pj). 289 to 290. 
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llie newspapw reports of Foreign exoh|iige rates quoted 
in London are collected daily from various dealers. The 
f<^omng examples are taken from the Westminster Gazette, 
dated 17th March, 1921 : 

LONDON BATES OF EXCHANGE. 


Place. 

Method of 
Quoting. 

Par of 
Exchange. 

16 Mar. 

15 Mar. 

New York - 

$ to£ 

4 861 

4 331-4 354 

4 344-4-354 

Montreal 

»to£ 

4-861 

4-404-4 504 

4 46-4 47 

Paris - 

Fr.to£ 

25 224 

48 40-48 80 

48 35-48 45 

Bmasels 

Ft. to£ 

25 224 

52 35-52 65 

52 40-52 45 

Italy - 

Lire to £ 

25 224 

851-861 

854-854 

Switzerland 

Fr.to£ 

25 224 

22 35-22 36 

22 32-22 34 

Athens 

Dr.to£ 

25 224 

984-99 

974-974 

Helsingfors • 

M to£ 

25 224 

202-210 

204-206 

Madrid 

Pts to£ 

25 224 

27 90-27 95 

27 85-27 89 

Lisbon 

Escu 

534d 

44d 

4,W. 

Amsterdam - 

FI to£ 

12 107 

11 524-11 534 

11 53-11-54 

Berlin - 

M to£ 

20 43 

1,175-1,193 

1,165-1,170 

Vienna 

Kr to £ 

24 02 

30,000-32 000 

3.3,000-35,000 

Buda]>est • 

Kr to£ 

24 02 

3,400-3,600 

3,200-3,400 

240-245 

Prague 

Kr to £ 

24 02 

243-248 

Warsaw 

M to£ 

20 43 

18,000-19,000 

18,000-19,000 

Bukarest 

Lei to £ 

25 22 \ 

580-600 

585-600 

Constantinople « 

Pst. to £ 

no 

650-670 

650-670 

Belgrade 

Din. to £ 

25 224 

300 

nominal 

Soda > 

Lev to£ 

25 224 

650 

650 

Christiania • 

Kr. to£ 

18 159 

24 95-25 21 

24 53-24 58 

Stockholm ■ 

Kr. to £ 

18 159 

30 69-16 73 

16 72-16 74 

Copenhagen 

Kr. to £ 

18159 

20 65-20 92 

20 52-20 55 

Alexandria • 

Pst to£ 

974 

97/„ 

1/31 

1 97^ 

Bombay 

Per rp 

24d 

1/31 

Calcutta 

Per rp 

24d 

1/313 ! 

1/3*? 

Hong-kong - 

1 Perdoli 1 

— 

2/54 

2 / 2 ! 

Yokohama < 

Per yen 

24 58d 

2/2, V 

3/24 

Shanghai 

Per tael 

— 

3/24 

Singapore - 

Per doll 

— 

2/311 

2/3{l 

2/24 

Manila 

Per doll 

24 066rf 

2/24 

Klo de Janeiro - 

Per ml 

27d 

7ild 

7i3d 

Buenos Aires, T T 

Per doll 

47 58d 

44ld 

45/V(f 

Valparaiso, 90 day s 

S to£ 

$131 

38 30d 

38(i0d 

Montevideo, T T 

Per doll 

5ld 

44id 

44id 

Lima - - - 

Eng to 
Peru £ 

Par 

24% prem. 

24% prem 

Mexico 

Per doll 

24 58d 

2/24(4 

2l2hd 


The Commercial Bank of Spanish America, Limited, supply the following list of 
Central and South American exchanges wliich were ruling on the dates specified : 


Place 

Date 

Rate. 


Par. 

Ecuador 

Mar. 11 

16 15 

Sucres to £l 

10 0 

Venezuela - 

M 8 

23 95 

Bollvares to £1 

25 25 

Colombia (Bogota) 

7 

98 50 

Dollars to £20 

DM) 00 

Nicaragua - - 

M 3 

4 60 

(Jordobas to £1 

4 861 

San Salvador • 

„ 7 

9 00 

(Jolones to £ L 

0 73 

Guatemala - 

n 

224 40 

Pesos to £ 1 

90 23 

Costa* Klca - 

Feb, 4 

18 75 

Colones to £ 1 

10 45 

Bolivia 

Jan. 21 

Ud 

Pence to lb li 

19 2 
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Mint Par of Exchange. — One of the most disastrous 
consequences of the Great War, and the “ snarling ” ^ 
reluctance of European countries to heal each other’s 
wounds and let bygones be bygones, has been the collapse 
of that stable system of international payments without 
which a healthy state of foreign trade is impossible. 

Before the war external, as well as internal, exchange 
was conducted on a metallic monetary basis. Prices ex- 
pressed in the currencies of two gold standard countries 
could be compared by reckoning the relative quantities 
of pure gold represented by each. But the essence of a 
gold standard is that notes must always stand at absolute 
parity with gold coins at their face value, and both notes 
and gold coins must stand at absolute parity with gold 
bullion. When these conditions are fulfilled, the foreign 
exchange rates with all countries possessing an effective 
gold standard are maintained within narrow limits 

The true gold parity between two currencies is known as 
the Mint Par of Exchange To compute it the weight of 
pure gold contained in each unit is ascertained by reference 
to the currency laws of the issuing country, and a ratio 
obtained by dividing one quantity by the other. The value 
of the alloy is neglected. 


Example. — Cfiveii that the English sovereign is enacted to 
contain 123 274 grains of gold ]\ fine, and that tlie Uiuted 
States golden eagle ($10) should contain 258 grains of gold 
Ji) fine, find the nuinber oi dollari> Mhieh is equal to £1 at Mmt 
Par of Exchange. Neglecting the value of the alloy — 


.r dollars =£1, 

£1 -123 274 gold \ l fine, 

12 gi*s. gold {.t fine —11 gi-s. pure gold, 

9 gi*s. pure gold — 10 gi*s. gold fine, 
258 grs. gold fine- 10 dollai*s ; 


£1 = S 


123-274X llx lOx 10 
12x9x258 


$4 8665. 


^ A figure of speech appropriately applied in this connectioi* 
by Mr. Lloyd George before the Genoa Conference in 1922. 

M.T. K 
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It is also possible to compute a mint par of exchange 
between two silver standards, but no such comparison can 
be established between a gold currency and a silver currency, 
except by reference to the relative prices of gold and silver 
bullion, whereby a variable ratio may be obtained, but not 
a fixed one. 

The effect of bullion prices on exchange rates may bo seen 
in the case of the Indian currency. The price of silver in 
London go\'erns the exchange rate on India in so far that if 
the exchange rate becomes lower than the laymg-dowm price of 
the pure silver in a rupee here, silver will be drawm from India 
to this country for sale at the better price, thus either reducing 
the London price of silver or bringing up the exchange. 

The Bullion Market is linked in a similar manner to all 
East-ern Exchanges and, to a certain extent, prices for gold 
bullion in London govern the New York exchange. Refer- 
ence to these matters may be seen almost every day in the 
newspaper reports of the Bullion Market. 

Specie Points. — Specie Point ” or Gold Point is the rate 
of exchange at which bank credit may be purchased in any 
foreign country by the shipment of gold to that country. 
It is evident that if the price of bills on any place exceeds 
the cost of sending gold the demand for bills will cease, and 
gold coin or bullion will be shipped to that place to be there 
converted into money at mint parity 

The gold points vary according to the cost of packing, 
freight, insurance, commission, and loss of interest. In 
some countries which formerly had an effective gold 
standard the removal of gold for export was discouraged 
at certain times by charging a premium, which had, of 
course, to lie included in the calculation of gold points. In 
the case of France the gold points for and against us were 
about one per mille over and under par resjiectively. 
Normally, therefcix^, the demand for London bills in Paris 
j ceased' at 25*32 and, conversely, Paris bills seldom realized 
more than £1 per Fr. 25*12 in London. 
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Sight and Lon^ Bates* — ^Under normal conditions rates 
of exchange are specified to apply to Telegraphic Transfers, 
Cheques, or Bills at usance. The T.T. rate is usually the 
same as that quoted for cheques, but the remitter pays the 
cost of the telegram. The usance bill is, however, invariably 
cheaper than the sight draft, because the receiver must 
either wait until due date to realize the bill, or discount it 
and thus receive less than its face value. In order to put 
the receiver in funds at once a usance bill would have to 
be drawn for a higher amount than the remittance required 
so as to allow for discount. 

Therefore, to calculate the long rate which would bo 
equivalent to a given quotation for sight drafts, an allow- 
ance should be made for discount for the length of the usance 
at the rate of discount ruling at the centre where the bill is 
payable. A further allowance has to be made for the stamp 
duty amounting to | per mille, to which usance bills aie 
subject. 

Example. — Find the rate for 3 inos. usance on Switzerland 
which would be equivalent to a sight quotation oi 22 35, 
di.scounts ruling m that country at 3 

Sight rate _ . . . 22*35 

Add 3 mos. mt. at 3i^o, sa> - PU 
Add Stamp Duty - - - t)l| 

3 mos. Usance should be - - 22 55; including duty. 

Obviously discount should bo calculated on the face value, 
not the disoountahle value of a bill ; but as the rate's arc never 
quoted in very sniall fraction?' tlic aho\c inctluxl udl bo found 
sufficiently aciuirate. 

A table somewhat like the following, showing the discount 
rates ruling abroad, is often appended to the foreign 
exchange report in the financial column : 

Below are set out the ruling offldal minimum di'^eount rates of all the I’hiropean 
State Banks, witii the date \^hen the last cliange was mad** 


Bank of 

Last 

change 

Bate 

Bank ot 

Last change 

Bate 

England 

Feb 

1C, '22 

_ 

S\Mt7erland 

Mar 

O * >.) 


f'rance - 

Mar 

1 1 , *22 

,") 

, Spam - 

' No\ 

r ’20 

c 

Oermany 

Dec 

23, ’14 

T) 

' Portugal 

Sept 

’20 

7 

Holland 

.Tulv 

1, ’l.^> 

4i 

' Sweden 

i ^far 

10, ’22# 

5 

Austria 

Apr 

14, ’21 

C 

Noiwav 

Jan 

2.->, '22 

•6 

Italy - 

Fel) 

17, ’22 

r>i 

Denmark - 

Nov 

.I. ’21 

5J 
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Where dealers quote two rates, one for sjght and the other 
for 3 months or 90 days remittances, drafts at shorter 
usances are usually obtainable at what is known as a Tel 
Quel Rate, i e, a rate proportionate to the sight and long 
rates, with full allowance for stamp duty if included. 

Fluctuations in Exchange Rates. — The rates of exchange 
on a foreign country are said to be “ favourable ” to us 
when remittances to that country are cheap. By becoming 
dearer, such remittances are said to move against us, or 
to become “ unfavourable.” 

Assuming the inherent value of a currency for internal 
purposes to remain constant (neither depreciating nor appre- 
ciating), then its exchange value in other countries must 
depend upon the Balance of Payments inwards and outwards. 
If the country has to pay more than is due to it, the demand 
for foreign credit must exceed the supply, foreign credit 
therefore becoming dearer — exchanges become unfavour- 
able, Similarly the demand for remittances to a creditor 
country moves the exchanges in its favour. 

The state of foreign exchanges affects the price of commo- 
dities, in so far that (a) if rates move against us we have to 
pay more for imported goods, and (h) credit here being 
cheaper, the foreigner’s purchasing power is increased, so 
that the home buyer suffers from competition with the 
exporter ; moreover, the benefit of high prices to the pro- 
ducer is more apparent than real, for he has to pay more 
for what he buys. On the other hand, a favourable move- 
ment in the foreign exchange market (a) encourages imports, 
(6) discourages exports. 

The truth of the matter is that exchanges are most favour- 
able to trade generally when they stand at par. 

Under normal conditions high exchange rates in London 
cause a temporary improvement in monetary conditions 
in that centre. Bills payable in London being dear, gold 
arrives from abroad, thereby increasing our reserves, 
reducing tile Bank Rate, and encouraging trade by a freer 
• supply of capital. Shipments of gold bullion, by reducing 
the demand for bills, ease the exchanges in favour of the 
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exporting county. Sooner or later the pendulum swings 
the other way : %old is again called for export, the Bank 
Rate is raised to protect the Reserve, gold shipments cease, 
and London bills are again in request. 

The causes of fluctuation, leading in some cases to a 
complete breakdown of foreign exchanges, may be classified 

• 1. Political ; 

2. Economic ; and 

3. Speculative, or Transient. 

1. Political Influences . — Of these the greatest, and most 
disastrous to the economic life of the world, is War. On 
the outbreak of hostilities there" is a general rush to reahze 
foreign securities, and the banks withdraw deposits held in 
foreign towns, thereby increasing the demand abroad for 
bills wherewith to remit the proceeds. As war proceeds, 
the purchase of war material creates a demand for foreign 
credits, whereas the weakening of exports causes the supply 
of such credits to decline. Gold being withdrawn to enable 
the Government to use it m the best mterests of the nation, 
exehanges break away past the gold pomts, and as thw 
move against countries which are the weakest financially 
the burden of high prices is added to the strain of war 
finance. 

During and after the war of 1914-18, various European 
governments took measures to alleviate the economic 
burden of demoralized exchanges by (a) restricting imports, 
(6) fixing arbitrary rates as the maximum which it was legal 
to offer for foreign bills, or (c) maintaining export prices. 

Examples. — (a) Our own ad valorem import duties w^ere 
introduced as a war measure, to sa\e shipping tonnage for 
necessary imports, and to clieck the wastage of foreign credit 
by expenditure on inijiorteil luxuries. 

In many countries goods were not allowed to enter imless 
the importer could produce an Import Licence. The Itahan 
government, in addition to making import licences compulsory, 
formed a department known as the Instituto NaztoiiaJe per i 
Camhi con VEsiero, to monopolize the business of dealing in 
foreign exchange. ^ 

(b) The Portuguese government issued a Decree (l^o. 6478) 
which had the effect of fixing the exchange at the art?ificiai 
rate of 17fd. per escudo, and compelling the banks m Portugal 
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collecting biJls drawn in sterling to accept pajanent in escudos 
at the official fixed rate. This measure was fiooined to failure, 
for it simply resulted m the impossibility to buy drafts on 
London at that price. 

(c) In 19f?l the German (/lovernment attempted to cim- 
ponsate for the ruinous rise m prices due to depreciation of the 
mark, by putting a corresponding increase on export prices. 
Exporters had to submit all quotations to a Committee, which 
xed the puce m foreign currency at an economic figure. 

Internally, enhanced i)rices necessitate an increased 
supply of currency, which can only be provided at the cost 
inflation and consequently further depreciation of the 
currency, a slump in Government securities, and finally 
reluctance on the part of the public at home as well as 
abroad to subscribe for new issues. 

If to the strain of war is added that of a heavy War 
[ndemnit 3 ^ tlie burden is likely to become so great as to 
lepreciate permanently the internal, as well as the exchange 
value of the currency beyond all hope of recovery to par. 
The amount of gold in the possession of the defeated country, 
together with the value by which its exports may exceed 
it§ imports, being insufficient to purchase the enormous 
amounts of foreign credit demanded by the victors in 
payment, more and more currency has to be offered to 
purchase such credits. In other words, foreign credits 
cannot be bought with goods, so the debtor has nothing 
more to offer for it than his credit, which becomes a drug 
on the market, and in the end has to be offered at a ruinous 
rate of exchange before any exchange dealer will ‘‘ look at 
it ” The effect of war reparation may be seen in the German 
and Austrian exchange rates quoted on p. 144. 

The effect of a Foreign Loan is to improve exchange 
rates for the borrowing country, by the provision of a large 
volume of foreign credit which can be drawn on in liquida- 
tion of indebtedness. 

Social unrest affects the exchanges by decreasing exports, 
especially if it takes the form of strikes in such essential 
industries as coal or transport. Civil war depreciates the 
exchange by destroying confidence and stopping the nor- 
mal activitj of the nation. In 1922 the notes issued by 
the Russian Bolshevik government stood at no less than 
10 million roubles to the £. 
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2. Economic Influence ,^. — First among these is the Baiaace 
of Trade, or the difference in value between the country’s 
imports and exports. 

In the case of Great Britain, whose imports normally far 
exceeds its exports, this difference is made good by what 
arc known as invisible Exports, consisting of Freights, Com- 
missions, Income from Investments and other revenue not 
derived from trading transactions. 

Stock Exchange dealings for foreign account act on the 
exchanges in the same way as the import or export of 
goods. 

Examplf. — An English dealer, having bought securities 
through the Pans Bourse, requires a draft on Pans wherewith 
to pay for them, whereas the French dealer will require drafts 
dn London to settle for sales on London account, purchases 
through the Ijonrlon Stock Exchange, or even differences 
arising from speculative tiansactions for English clients 

In a similar manner subscriptions for foreign capital issues 
react on the demand for remittances. 

3. Transient Influences , — Under this heading may be 
grouped all those transactions in foreign credits the object 
of which is to derive profit from the difference between the 
rates ruling at the times of purchase and sale. The dealer 
who buys to sell again does not thereby permanently affect 
the demand for the commodity purchased, but his action 
may send prices up for the time being, and by replenishing 
the supply depress prices again when he sells out. 

Arbitrage, which consists of buying in one jilace and 
selling in another, tends to bring the prices ruling in those 
places to a common level. 

Example. — Having sold a draft on Pans at a certain rate, 
a London dealer may find that he can put his Pans corre- 
spondent in funds for less than the price at which he sold the 
draft by buying a bill on Madrid and seniling it to Pans to be 
sold at the current rate ruling there tor pesetas. 

The effect of this Indirect Exchamje is simply that Madrid 
has to pay Paris instead of pa\ mg London. 

Clearing Bms have an effect similar to arbitrage opesa- 
tions, but they are drawn in payment of definite shipments 
of goods. The term is applied to bills drawn u^der London 
accepting credits to finance trade between foreign countries, 
e.gf. India and New York. (See also pp. 117 and 296). * 
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Accommodation BiUs.^ — Foreign exporters are occasionally 
allowed by bankers in this country to ^raw in advance 
of shipments, in order to reap the advantage of the better 
rates ruling for London bills between the harvests, when 
few bills are drawn. More frequently advance credits are 
granted to bankers at foreign export centres, allowing them 
to draw when drafts on London can be sold locally at a good 
price, and to put the accepting bank in funds by means of 
bills Avhich they purchase from local shippers, when drafts 
on London are cheap. 

Investments in Bills react on the exchanges by increasing 
the demand for the time bemg and making the supply 
greater when these bills near maturity and are put on the 
market. London usances are a favourite form of invest- 
ment among foreign bankers, who are glad to purchase 
them when the London Bank rate is high and usance 
bills can consequently be obtained at a cheap rate, or 
w’hen they anticipate an adverse movement in the Paris 
exchanges. 

Finance Bills are those w^hich are drawn by foreign 
bankers on their correspondents in other countries for the 
sole purpose of raising money by purchasing them. By 
drawing such bills the banker is enabled to raise a con- 
siderable amount of money, which he can then put to 
remunerative use Such methods of finance have been 
found, however, to be a corollary of several bank failures. 
The unsoundness of the pnncqile is accentuated when the 
drawing bank, unable to recover the capital thus raised 
before the bills mature, issues further drafts in order to 
raise money to buy a sight remittance to put the acceptors 
in funds for meeting the first 

Forward Exchange Contracts are the most risky of all 
foreign exchange dealings. They have become necessary 
owing to the breakdown of the exchanges referred to 
previously, their object being to enable importers and 
exporters buying or selling in foreign currencies to secure 
themselves against the risk of exchange fluctuations. 
Incidentally, the development of forw^ard dealings in foreign 
exchange has led to a veritable gambling mania, dealers 
having spryng up everywhere and advertising to induce 
the public to take part in it. 

^ See p. 103. 
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The Stock an^ Share Markets. — Like foreign exchange 
rates, the prices of Stock Exchange securities are affected 
by market influences which may be classified as (1) Political, 
(2) Economic, and (3) Transient or speculative. 

1. Political Influences . — ^The depressing influence of war 
on the stock markets has been explained in other parts of 
this chapter. 

War also leads to Government borrowing, which adds 
to the depression of existing securities by the necessity of 
offering higher rates of interest as one loan follows another, 
thus causing investors to sell old stocks and subscribe for 
new issues. In a word, borrowing on a large scale, from 
whatever cause, raises the price of loanable capital by 
diminishing the supply of it, thereby causing all existing 
securities to depreciate. 

The effect of strikes may be seen principally in the 
quotation for Industrial shares. Such occurrences do not 
alter prices of debentures unless they threaten the very 
existence of the industries affected by them. 

2. Economic Influence '^. — period of trade activity, by 
improving profits, tends to favour the share market, but 
its influence on the prices of fixed interest-bearing invest- 
ments is weakening. Harder discount rates tend to draw 
capital from public stocks and debentures, a movement with 
which dealers are so familiar that immediately a change in 
the Bank Rate is foreshadowed the prices of Consols and 
other Government Stock, Municipal and Railway Stocks 
take up new positions. 

Prolonged trade activity also results in the issue of fresh 
capital by industrial and trading companies, which takes 
up part of the accumulated profits and dividends deposited 
in the banks. 

Commodity Prices influence the value of shares in certain 
industries. The profits of railway and shipping companies 
depend to a great extent on the price they have to pay for 
coal, and as these profits are distributed in the shape o^ 
dividend, the link between the coal and the shares is not 
difficult to perceive. 

Similarly, the market prices of petroleuA, rubber, 
metals, etc., affect the value of Oil, Rubber and Mining* 
shares. 
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3. Transient Influences . — Of these the greatest is pure 
Speculation.^ Bulling is more common tnan Bearing, be- 
cause it can be done on borrowed capital. 

Arbitrage in securities affects prices in a similar manner 
to Arbitrage in foreign exchange or, for that matter, in 
goods — e.g. Cotton or Wheat. It tends to equalize prices, 
but does not permanently affect the general level of prices, 
which can only be determined by the relative intensity of 
effective supply and demand.^ Such dealings are practically 
confined to inler-bottrse securities, i.e. those stocks or shares 
which have an official quotation on the stock exchanges of 
more than one country. 

Finally, the price of a foreign security is naturally 
influenced by the current Rate of Exchange on the country 
of issue. 

The London Parity. — In looking down the financial 
columns of the newspapers the reader may have some 
difficulty in understanding the WaU street (i.e. the New 
York) quotations. The following is a cutting from the 
report dated 16th March, 1922 : 


Moxev and KxrHiNor 

To-da\ 

1 Pre\ Dav 

Call Mone> 


3 31 

K\chaii»e on London 60 dajs - ! 

431 \1\ \ 

4 M) .30 

J)o Demand BiUh 

4 34 12J 

4 33 25 

Do Cable Transfers - 

4 34 .■>() 

4 3.3 (>24 

^lontreal Cable Transfers 

4 :>\ 00 

4 48 50 

Kxelianse on Pans - 

8 04 

8 861 

Berlin cheques - - - - 

0 31) i 

0 36 1 


Sil\er Commercial Bara - - 9‘)t 



l/)ndon 

Clobiim Prucs 

Stockv 

Parity 


Prev 


Prices 

To.da> 

Day 

Atch Topeka and Santa Fe 

nu 

07 J 

97 

Do Preferred 

mi 


851 

Baltimore and Ohio • 

43 ^ 

37S 

371 

Canadian Pacidc 

1558 

1351 

136 

Chesapeake and Ohio 

60S 

mi 

601 

Ch , MU , and St Paul - 

26 i 

23 

23 


The Paris and Berlin Exchanges are (quoted in dollars and 
cente per 100 frs. and 100 marlS respectively. 

^ See p. 406. * See p. 41 1 
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The American ^tock prices are cabled over here in dollars 
per $100 Stock, and form the basis for the opening quota- 
tions on the London Stock Exchange. But as the cost of 
American stock to the English purchaser depends to a large 
extent upon the London-New York exchange, the American 
prices are for convenience converted here to what is known 
as London Parity. Every pound in this rate represents five 
dollars in the face value of the stock. 

Exkrcise 5. 

1. Give reasons for the iniportanc*e of London as a banking 
centre. 

2. What IS tlu' relation of the Bank of England to the 

commercial world ’ (S.A.tpc.II.) 

3. State as shortly' as you can the essential differences 
between (a) banks, (6) accepting houses, and (c) discount 
companies. 

4. What IS the function of tlie Bill Broker, and how does 
he earn his living ’ 

6. What IS the Money IMarket ’ 

6. Explain what is meant by the following : BO-day Bills 

4J-5, 3 months’ trade 5\-6. Why '-.hould the (piotation be 
higher m the st^eond ease ’ (S.A.tiic.IlI.) 

7. What is the Bank Kate ’ M hat causes it to fluctuate, 
and why is it usually highta’ m the autumn ? (S.A.tpc.III.) 

8. Why IS the markiit rate ot discount often different from 

the bank rate ? (S.A.tpc.lII.) 

9. What consid(u*ations govern the amount of capital avail- 
able from time to time for einployinent m business ? (8. A. IT.) 

10. How far is it true to say that modern commerce is 

conducted on a system of exchange ? t^.A.tpc IT.) 

11. Explain briefly the British system <'f currency. 

12. How does a change in the bank rate affect the trade and 

commerce of this country ? (U.E.T.cc.Adv.) 

13. How’ would you expect the Bank of England weekly 
return to be affected by the issue of a large govermiient loan ? 

(S.A.tpe.III.) 

14. What information is contained m the Bank itetiym, and 
how is that information utilized by business men ? 

(S.A.tpc.Il.) 
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15. Explain exactly how Government borrowing induces an 

inflation of bank credits ? • 

16. How does war affect the Money Market ? 

17. Explain fully the difference between Currency Notes and 
Bank of England Notes. 

18. What is meant by the Mint Par of ExcJiange ? 

19. Explain fully : (a) Gold Point ; (6) Long Rate. 

20. How, and why, does war affect rates of exchange ? 

(S.A.tpc.III.) 

21. What are “ fluctuations in exchange,” and what causes , 

them ? (S.A.tpc.III.) 

22. How* do rates of exchange affect prices ? What is 
meant by stabilisation of exchanges,” and by w^hat means, if 
any, may it be effected ? 

23. How does a high bank rate affect exchange ? 

(S.A.tpc.III.) 

24. What is Arbitrage ? (S.A tpc.III.) 

25. What are the ])rincipal causes affecting th(' prices of 

(a) Commodities, (6) vSecurities ? (S.A.tpc.II.) 

Note.- -Keferencc should bo made to (a) ] noduct ion, (b) 
competition, and (c) de[)reciation of the currency, m addition 
to other influences affecting the prices of commodities and 
.securities. 



CHAPTER Vr. 

CARRIAGE AND CARRIERS. 

Transport and the Trader. — In these days of competition 
it has become more than ever necessary for the trader to be 
aware of every fact that may influence the price or delivery 
of the goods in which he deals. 

In particular, the question of carriage demands the con- 
sideration and judgment of every business man. It is a 
question which naturally assumes greater importance as the 
weight or bulk and the distance to destination of the goods 
dealt in increase, but no trader can afford to neglect any 
means of accelerating trans^iort or reducing its cost. For 
the wholesale warehouseman and his retail customers 
carriage may cost but a small percentage of the value of 
goods handled, but in a year the total cost of carriage is 
a heavy item. For coal factors, quarry owners, con- 
tractors and the like, the cost of caniage affects prices more 
directly, and such questions as heavy lifts and tranship- 
ment may demand as much' forethought as the cost and 
speed of conveyance. For the importer, or the exporter 
who is enterprising enough to include the cost of delivery 
in his quotation, such matters as freight, packing, insurance, 
lighterage, port or town dues, import duty, ^and ware- 
housing facilities are of such moment that neglect'^ of* any^ 
fact regarding them may occasion heavy loss. 

167 



168 TRADE, TRANSPORT AND FINANCE chap. 

Routes and Rates. — For one engaged iy the work of the 
packing or forwarding department, a necessary step to- 
wards efficiency is the acquisition of a thorough knowledge 
of all possible routes by which parcels or goods may be 
dispatched to customers or received from suppliers. The 
Post Office Guide, Local Guides and Time Books, and 
shipping companies’ Sailing Cards, naturally suggest them- 
selves as documents of reference. Of not less importance 
are records of quoLitions for and cost of packing materials, 
and a Rate Book containing records of charges for goods 
sent to regular customers 

The choice of most suitable Means of Transport must 
depend upon circumstances ; but the criteria are always 
(a) cost^ (b) speed, and (c) risk 

1. Senders* own vehicles. — In order to decide whether it 
would be profitable for the firm to instal its own stables or 
garages, information should be obtainable from the accounts 
as to present expenditure on carriage within the radius 
which the vans or lorries could serve An exact comparison 
could only be established from a monthly analysis of the 
cost of carriage under this heading for the last twelve 
months or so. 

2. Local Carrier. — This is one of the cheapest methods of 
transport. There is no limit of size or weight other than 
the maximum which the carrier is able to handle, and local 
carriers offer the advantage of direct service. 

Carriers are prohibited by law from carrying letters, such 
business being the monopoly of the Post Office. 

In the meat, fish and other trades S})ecial earners ply in 
certain districts for the trade at very cheap rates. Some are 
known as “ bonded ” carmen, their business being to handle 
dutiable goods on which duty has not yet been paid. They are 
said to be^“ bonded ” because they enter into a bond with 
the Cuiitoms or Inland Revenue authorities under which they 
•are liable to a penalty in respect of any goods which they allow 
to escape duty. 
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3. Tramways. — Jn some parts of the country parcels 
msij be handed to the conductors of central-going cars or 
at the head office of the corporation for delivery in the 
neighbourhood of the tramway service. This arrangement 
is not common in this country, but where it exists the 
charge is less than 1<5. per cwt., which does not, however, 
include collection or delivery. The system is much used 
in the United States. 

4. Parcel Post. — No parcels are accepted which exceed 
11 lbs in weight or 6 feet in length and girth combined ; 
but distance is no object. The.C' 0 D. (Cash on Delivery) 
service, which exists in some British Possessions and on the 
Continent, offers advantages to firms doing a mail order 
business 

5. Road Traffic compares unfavourably in cost per ton- 
mile with other means of transport, but for the removal 
of furniture, large machine tools, aeroplanes and other 
heavy or bulky material, it offers the advantage of 
direct conveyance from door to door with a minimum of 
handling. 

For long distances conveyance is invariably more costly 
by road than by rail, canal or coasting vessel, because : 

(a) more power is required per ton to move a road 

vehicle than a railway train or a floating vessel ; 

(b) at least two men are required to take charge of each 
set of lorries ; and 

(c) where the lorries do not return the same evening the 

men in charge have to be lodged and fed on the 
way. 

Many firms employ lorries on what is known as the 
Dep6t System. Customers in certain districts are supplied 
by road from local depots or garages, the goods being trans- 
ported to such centres in large quantities by rail t)r coasting 
steamer at much less cost than would be incurred if the * 
whole distance were served by road direct. From the local 
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depots the goods may be distributed i^ the firm’s own 
vehicles or, where the traflS.c is not great, arrangements are 
made with the railway company or local carrier. 

The growth of road traffic is no doubt partly due to its 
comparative freedom from risk and delay. There are at 
present some 150,000 miles of road in England maintained 
at public expense, 

6. Railway Transport. — For parcels the railway is a better 
means of conveyance than the postal service as far as 
short distances are concerned, but packages under 11 lbs 
can be sent long distances cheaper by post (c/. railway hand- 
bills and P.O. Guide). Rapid delivery by rail is possible 
between two pomts on the same line, and claims are usually 
met more readily by the railway companies than by the 
Post Office. 

7, Canals and Waterways. — The utility of the British canals 
is impaired by their lack of uniformity in depth and 
width. In France, Belgium, Holland and Germany, inland 
water transport is of greater commercial importance, and 
as the canals are all well navigable, barges arc enabled to 
travel long distances and to serve many districts by direct 
communication with the ports. 

In those countries one sees trains of ten to twenty barges 
carrying 300-500 tons each, drawn by small steam tugs, or 
self-propelled lighters of equal burthen worked by but a 
small paraffin motor, at remarkably low cost. The speed 
is necessarily low — three to five miles an hour — for two 
reasons : 

(a) The power required increases approximately as the 
square of the speed ; and 

• {h) fast haulage on artificial waterways increases cost of 
maintenance owing to damage to the canal by scour. 

For slot^^ traffic with full cargoes barge transport is more 
» efficient and consequently cheaper than any other, and it 
has the advantage of bringing goods alongside steamers in 
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the estuaries an^ fairways with a minimum of breakage 
and expense. For the conveyance of coal the barge also 
loses less on the way through vibration than the railway 
wagon. 

A disadvantage attaching to canal haulage in modern 
times for any traffic but coal, cement, etc., is a tendency 
among users of material to order from hand to mouth, 
requiring small quantities speedily delivered This is just 
what the canals cannot do economically. It must not be 
imagined, however, that the canals of the United Kingdom 
are of no importance. Millions of tons arc conveyed by 
them every year, and the traffic would be greater had 
not many important canals been purchased by railway 
companies in order to eliminate competition. 

8. Coaating Steamer. — Theoretically, direct sea transport 
should be cheaper than rail transjiort. But costs may be 
considerably increased by conveyance to and from the ports, 
where break of bulk ’’ is necessary 

It must be remembered, moreover, that whereas railway 
and canal rates are regulated by Act of Parliament the 
shipping companies are free to charge what they like. 
When the railways arc congested, and traders compete for 
accommodation, rates of freight coastwise tend bo exceed 
railway rates. 

Freight is not the only charge in sending goods coastwise. 
The law regarding marine transport and the Contracts of 
Affreightment to which shippers have to agree relieve ship- 
owners of so much of their responsibility as carriers, that 
merchandise sent by sea has to be insured, 

9. Parcels Companies and Forwarding Agents. — By combining 
small parcels and contracting with the railway companies, 
these people are enabled in most cases to charge lower 
rates than the sender would have to pay direct In 
addition to this their services include collection and delivery , 
outside the railway cartage radii. 

M*T. L 
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Wholesale' warehouses in their turn cyitract with the 
parcels companies for the delivery of parcels to their retail 
customers, thus eflFecting a saving in carriage. Customers 
naturally share this benefit in keener prices. 

More will be said in a later chapter regarding the valu- 
able services rendered by forwarding and shipping agents 
in foreign trade 

Common Carriers. — ^A common carrier is a carrier who 
publicly undertakes to transport from place to place, for 
hire (i.c. remuneration), the goods of any persons who 
choose to employ him. 

Thus, parcels companies employing their own stage 
vehicles, barge owners, lightermen, and owners of ‘‘ general 
ships ” which ply from port to port to take in cargo for 
any shipper tliat likes to send goods for shipment by them, 
are common carriers. Railway companies are common 
carriers for the particular classes of goods which they 
profess to carry or are comiielled by statute to carry. 

A private or casual carrier is one who, although he carries 
for hire, does not profess to convey goods indiscriminately 
for any person who applies to him For example, a 
furniture dealer or a greengrocer who occasionally uses his 
vehicles “ to oblige,’’ but does not profess to transport goods 
for the public generally 

If a common carrier without reasonable excuse refuses to 
carry the goods of any person he may be indicted for neglect 
of duty. But a carrier may profess to cany only certain 
classes of merchandise, in which case he is not a common 
carrier for other goods. 

The legal position of a common carrier is that of insurer 
of the goods entrusted to him, and he is liable under the 
Common Law for any loss or injury to such goods from what- 
ever cause,t except — 

(ly Act of Oody e.g. flood, tornado, lightning, volcanic 
disturbance s, etc. ; 
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(2) King^s Envies, i.e, foreign enemies. The common 

carrier is answerable for loss or damage through 
robbery, civil commotions or revolution. 

(3) Inherent Vice of the thing carried, i.e, natural de- 
terioration as of perishable goods or animals who 
injure themselves or die from natural causes, and 
faulty packing. 

The common carrier is liable so long as the goods are in 
hLs custody, i.e. from the time they are entrusted to him, 
during transit, and for a reasonable time afterwards. But 
if the consignee wrongfully delays to accept delivery, or 
fails to give instructions as to where the goods are to be 
delivered, the carrier’s liability ceases as such, and he 
becomes liable only for negligence as bailee, unless otherwise 
expressly agreed. 

A bailee — e.g. a wharfinger or warehouseman, dyer, bleacher, 
repairer, etc. — is bound to use ordinary diligence and a reason- 
able amoimt of skill, but is not responsible for accidents due 
to circumstances over which he has no control, such as fire, 
theft, etc. Reference to the docmnents on pp. 358-361 will 
illustrate this The importers, having oiitrusted goods to the 
wharf company, insure them against fire at their own expense, 
just as they would do if the goods were stored at their 
own premises. A gratuitous bailee can only be hidd Jiable 
for gross or wiJful negligence. 

It is precisely this question of liability — so important to 
senders and receivers of goods by earner — that makes it 
necessary to distinguish between common carriers and 
casual carriers. A casual or private' carrier is merely liable 
as bailee of the goods entrusted to him. The goods remain 
at the risk of the owner. 

Common carriers are not responsible for loss or damage 
due to Negligence of tiie Consignor or other person employing 
him, where for instance he can show that loss was due to 
faulty packing, failure on the part of the consigner to draw 
attention to packages requiring specially careful handling, 
or improper addressing of labels, etc. 
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In all cases the carrier should be given and unmistakable 
instructions. “ Tie-oii ” labels are better than sticky ones, 
and should state full names and addresses of consignor and 
consignee, conveyance (e.gr. “ Passenger Train date, and 
whether sent carriage paid or carriage forward. 

Moreover, a common carrier can refuse to accept 
dangerous or objectionable goods such as would expose him 
to extraordinary risks. And if dangeroua goods are delivered 
to him without pro|>er earning as to their contents the 
consignor will be liable for the consequences. 

It IS always open to the parties to agree to whatever 
terms they like ; but any agreement exempting the carrier 
from liability for wilful misconduct or gross negligence is 
absolutely void. 

The first Act of PaxUament which limited the liability of 
common carriers was the 

Land Carriers Act, 1830, which applies to carriage by 
land or over the land portion of a journey, and also ^ to 
carriage by water in the same way as it applies to carriage 
by land, as regards every common carrier by land who is 
also a carrier by water. (U g railw ay companies owning 
steamboats.) The Act was passed to prevent the hardship 
arising from the loss by carriers of valuable goods packed 
in small compass, and it enacted that where certain classes 
of precious goods of a value exceedmg £10 are entrusted to 
a carrier (1) the nature and value of such goods must be 
declared on delivery to the carrier, and (2) the carrier is 
entitled to make such increased charge as he has given 
general notice of in his place of business or office. 

A list of goods to which the Carriers’ Act applies will be 
found on p. 191. 

Special Contracts. — There is nothing to prevent a common 
carrier frc\m protecting himself by special contract with any 
person? who employs him. 

1 As amended by the Bailways Act, 1921, 
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But by the R|ilway and Canal Traffic^ Act, 1854, every rail- 
way company is liable for loss or injury occasioned by 
the neglect or default of the company or its servants, notwith- 
standing any notice, conditions or declaration to the 
contrary. No agreement purporting to relieve a railway 
company of such liability is of any legal effect unless (1) it 
is in writing, (2) it is signed by the consignor, and (3) its 
conditions are just and reasonable. In practice the con- 
signor signs what is called an Owner’s Risk Note (see p. 180), 
exonerating the railway company from some of its liability 
as common carrier either (a) in consideration of a reduced 
rate of carriage, or (6) because his right to hold the company 
responsible is incomplete, as where for example goods are 
improperly packed 

No carrier can avoid responsibility for wilful misconduct. 

Liability of Shipowners. — At common law the shipowner’s 
liability was the same as that of the land carrier, though it 
has been their custom from early times to limit their 
liability in the terms of their contracts with shippers, known 
as Charter Parties and Bills of Lading, 

Now, by the Merchant Shipping Act, 1894, § 502, the owner 
of a British sea-going ship shall not be liable to make good 
to any extent whatever any loss or damage happening 
without his fault or privity 

(i) where any goods, merchandise, or other things what- 
soever taken in or put on board his ship are lost or 
damaged by reason of fire on board the ship ; or 

(li) where any gold, silver, diamonds, watches, jewels or 
precious stones taken in or put on board his ship, the 
true nature and value of which have not at the time of 
shipment been declared m writing, are lost or damaged 
by reason of any robbery, embezzlement, making away 
with, or secreting thereof. , 

By § 603 the extent of the shipowner’s liability on each 
distinct occasion is limited * 

(i) to £15 per ton of his ship’s tonnage in respect of loss of ^ 
life or personal mjury, and 
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(ii) to £8 per ton of his ship’s tonnage ii^ respect of loss of, 
or damage to, vessels, goods, merchandise or other 

thingvS — 

whether the death, injury, loss or damage is caused to any 
person or property on board the ship, or in any other vessel 
by reason of the faulty navigation of the ship, provided the 
occurrence took place without the owner’s fault or privity. 
And where several claims are made or apprehended, the 
Court may determine the amount of the owner’s liability, 
and distribute the amount rateabhj among the several 
claimants. 

By § 633, 

“ An owri(u* or master of a ship shall not bo answerable to 
any person whatt3\or tor ariv loss or damage' occasioned by 
the fault or incapacity of any cpialdied pilot acting in charge 
oi that ship yithin any (list net v\her(' the einployinent of a 
qualified julol is compulsoiy by law.” 

It is for the shipper (i e the sender) to insure his goods 
against all risks, including those for which the shipping 
company may be held liable, in case adequate compensation 
may not be recoverable from them. 

Liability of Forwarding Agents. — A forwarding agent is 
responsible as coynmon carrier for such part of the journey 
as may be served by vehicles which are his own, or in which 
he has an interest. But m so far as he has no interest in the 
freight, his position is that of agent and tvarehouserrmn, and 
as such he must act in good faith and use ordinary diligence. 

The forwarding agent’s first duty is to obey the instruc- 
tions of the consignor, and as agent he usually asks the 
consignor what to do regarding insurance. 

Claims. — All claims against carriers, whether for damage, 
short delivery or loss in transit, should be made at the earliest 
possible moment Unreasonable delay in presenting a claim 
may have the effect of relieving the carrier from liability, 
and in the case of the railways definite time limits have been 
fixed fcy certain rules, which have been adopted by all the 
leading companies, and -which have been upheld by the 
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courts. These ijiles provide inter alia^ that no claim in 
respect of goods for loss or damage during transit, for which 
the railway company may be liable, will be allowed unless 
the same be made in writing within three days after delivery 
of the goods in respect of which the claim is made, or for 
goods lost in transit unless the claim be made in writing 
within fourteen days after the date of dispatch. 

If goods are fetched from the station or delivered by the 
railway company’s carman in an incomplete or damaged 
condition, or the consignee is not able to verify them, a 
qualified signature should be^ given on the railway 
Delivery Sheet, stating that the goods are short -delivered 
or damaged, or “ not examined,” and reserving the right to 
claim after ascertaining the extent of the loss. The con- 
signee should never refuse delivery of goods, because by so 
doing he would incur unnecessary risk and expense. After 
the termination of the transit the company’s liability as 
common carrier ceases, and they hold the goods as ware- 
housemen and subject to the usual charges.^ 

Claims are made in the form of a Debit Note, charging 
the carrier with the value or depreciation as shown in copies 
of invoices, credit note to customer, or other documents, 
which should be attached m support of the claim. If the 
claimant is unable, within the time limit, to state the exact 
extent of the loss, lie should make a provisional claim, giving 
as full a description of the goods as possible. A mere letter 
of complaint, giving notice of an intention to claim, is not 
a claim at all 

The Measure of Damages recoverable from a common carrier 
is the market value of the goods at the time and place 
at which the goods were, or ought to have been, delivered. 
In practice the railway companies, if they admit a claim, 
allow the invoice price pins carriage. That is to say, they 
allow the seller what he would have got for his ^oods i^ 

^ See Conditions 6 and 7 of Consigmnent Note on p. 182. 
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delivered, but admit no claim for loss of profit on resale 
after delivery at destination. 

Who should sue the Carrier. — In principle the owner of 
the goods is the person entitled to receive from the carrier 
compensation for loss or damage, whether the cost of 
Carriage is borne by the sender or by the consignor. There- 
fore the right to claim compensation in respect of goods sold 
belongs to the consignee, but the sender is entitled to claim 
in respect of his own goods sent on approval or on con- 
signment. If, however, the sender has made a special 
contract with the carrier, the sender is the proper person 
to sue. Moreover, the consignee of goods sent by railway 
may find himself non-suited in an action concerning goods 
which have been in transit over the lines of more than one 
company, on the ground that no contract exists between 
him and the carrier. In such cases the sender should 
proceed on behalf of the owner of the goods 

The contract of affreightment contained in a Bill of 
Lading differs from other carriage contracts in that it is 
binding upon and may be enforced by any person entitled 
to delivery of the goods 

Carrier’s Lien. — Carriers and Warehousemen have a lien 
on the goods entrusted to them, i e. they are entitled to 
retain the goods until the proper charges have been paid. 
The lien is a particular ^ not a general one, however, that is 
to say only the particular goods on which the charges are 
due may be withheld, not any other property belonging to 
the consignor or consignee. 

Exercise 6. 

1. Which IS the best means of despat(;hing goods from a 
wholesale warehouse to (a) its town customers, (6) its country 
customers ? Give reasons for your answer. 

2. Whaf considerations would decide you in considering 
c whether to send goods (a) by road, (6) by rail, (c) by canal ? 

(S.A.tpc.IL) 
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3. What advantages may be derived by sending mer- 
chandise by (a) c^al, and (6) coasting steamer ? 

4 . (a) When goods are sold the cost of carriage is some- 
times borne by the seller and sometimes by the purchaser. 
Why is this ? W'hich arrangement do you think likely to 
prove the most economical ? Give reasons for your answer. 

fS.A.tpc.II.) 

(b) What Ls a forwarding agent, and liow does he justify his 
existence ? 

5. How does a common carrier differ from a casual or 
“ private carrier ? Give examples of each. 

0. What do you know of the duties and liabilities of a 
common earner ? How can he avoid liability ? Can ho 
avoid all liability ? 

7. Explain the meaning of the following expressions • 
“ Negligence of the Consignor,” “ Inherent Vice,” ” carr. fwd.,” 
“ Carriers’ Act,” “ Particular Lien.” 

8. To what extent are (a) Shipowners and (6) Forwarding 
Agents responsible for the safe delivery of goods entrusted 
to them ? 

9. In what manner should claims be made in respect of 
damage, short delivery or loss m transit, and to what extent 
may the owner of goods recover damages from the earner ? 

10. State carefully why m certain cases claims in respect 
of goods lost or damaged in transit are made by the sender, 
and in other cases the consignee is the proper person to sue the 
carrier. 



CHAPTEH VII. 

RAILWAY AND CANAL TRAFFIC. 

Origin and Development. — From early times the rivers of 
the United Kingdom have been improved for purposes of 
navigation by dredging, and by c^rocting locks and weirs, 
but it was not imtil 1759 that artificial water channels or 
Canals were introduced as a regular means of transport 
In that year the Duke of Bridgewater obtained powers to 
construct a canal from Manchester to his collieries at 
Worsley. Ilie work was undertaken by an engineer named 
James Brindley, and the canal, known to this day as the 
Bridgewater Canal, was opened in 1761 Then followed a 
period of great activity in canal construction, practically 
all the barge canals being completed by 1830 Before the 
advent of mechanical traction, barge goods traffic was found 
to be not only more economical but also more speedy than 
conveyance by the bad roads then in existence or by 
coasting vessel, and some of the canals ran regular pas- 
senger services As a result of the Industrial Revolution 
industry became more centralized, and its progress de- 
pended very largely upon efficient means of communication 
between the ports and manufacturing centres So the 
canals played an important part in the development of the 
commerce oi the United Kingdom. 

^ An d'vent which started a new epoch in transport, and 
indeed in the world’s history, occurred in the opening 
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of the Liverpool and Manchester Railway in 1830. This 
was due to the ingenuity of George Stephenson, a working 
pitman in the Durham coalfields, who saw that by using a 
locomotive engine, driven by steam, to draw waggons along 
the old wooden tram lines, much greater speed could be 
obtained. The idea was first put into execution near 
Stockton, and was so successful that a company was formed 
for making the line from Manchester to Liverpool, which 
had long felt road and water carriage to be inadequate to 
the trade done between them. Whether we regard the 
event commercially, as saving the time of the world, and 
enabling the transport of goods to be carried on a scale 
never dreamt of before, or politically, as knitting to- 
gether widely scattered nationalities, its influence has been 
enormous.^ 

During the period of railway construction the prosperity 
of the canals gradually declmed, and some of the canal 
companies became so alarmed for their future that they 
sold their canals to the railway companies. The object 
of the railway companies in acquiring the canals w as rather 
to eliminate their competition than to work them for profit. 
Owners of canals, whoever they may be, are legally com- 
pelled to maintain them in working condition and to provide 
traffic facilities ; but it has not been in the railway com- 
panies’ interests, generally, to do more than they were 
compelled to do According to evidence submitted to the 
Royal Commission on Canals, appointed in 1906 to report 
on the canals and waterways of the kingdom, of the then 
existing 3901 miles of canals no less than 1138 miles were 
owned or controlled by railway companies. 

The Ship Canals are not victimized, like the small barge 
canals, by railway competition. They provide facilities 
which the railways cannot give. The Manchester Ship 
Canal, which has a depth of 28 feet throughoutf, enables 
^ An Advanced History of England^ by Cyril Ransome. 
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sea-going vessels to proceed inland from Liverpool to 
Manchester, converting that city into a port. The Cale- 
donian Canal, from Inverness to Fort William, enables 
steamers to cut through from the Atlantic Ocean to the 
North Sea without rounding the North of Scotland. Abroad, 
the Kiel Canal, the Suez Canal and the Panama Canal have 
a commercial and political significance which need not be 
emphasized. 

Statutory Powers. — Railway and Canal companies, like 
dock, water, gas, electric light and tramway companies, are 
incorporated by Act of Parliament ; hence they are known 
as statutory companies, or public utUity companies. 

Whereas on the one hand the objects of such a company 
cannot be obtained without authority to interfere with the 
existing rights of landlords by taking land, and to encroach 
upon public thoroughfares, in order to lay lines, pipes or 
cables as the case may be, on the other hand the company 
offers to render a useful public service in return for its 
privileges. 


THE RAILWAYS. 

In order to obtain sanction for the construction of the 
railways the promoters have had to comply with the rules 
or “ standing orders ” of both Houses of Parliament, one 
of which requires that notice shall be served on the land- 
lords concerned. Before the bill relating to any railway is 
passed into law, opportunity is given to any landlord, or 
other person whose interests might be adversely affected, 
to enter an appearance against the scheme. 

The special Acts of Parliament relating to each railway 
company may be divided into three parts, establishing the 
legal position of the company towards 

♦ (a) its members ; 

, • * (6) the landlords ; and 

(c) the public. 



VII 


RAILWAY AND CANAL TRAFFIC 


173 


By the passing of the first Act the company is brought 
into existence, given the privileges of a body corporate, and 
authorized to raise capital. It is also empowered to acquire, 
by agreement or compulsorily, such lands or easements 
as may be necessary to enable it to carry out its under- 
taking. The rights of the public to use the railway, and of 
the company to levy tolls, are regulated in the special Acts 
relating to each company in particular, and in certain other 
Acts relating to railways in general. 

Obligation to accept traffic. — ^Though the railway com- 
panies are not liable as common, carriers in respect of goods 
which they do not profess to carry, they cannot refuse to 
take any traffic at all which they have facilities for carrying. 
But a railway company can be held liable only as bailee 
(see p. 163), in respect of goods of which it is not a common 
carrier. 

Obligation to provide facilities. — Moreover, by the Railway 
and Canal Traffic Act, 1864, a railway company may be compelled 
to afford reasonable facilities for receiving, forwarding 
and delivering all merchandise (other than exceptionally 
dangerous goods), and for the accommodation of passengers. 

The Railway Commissioners (p. 174) alone have power, 
with the view of securing and promoting the public safety, 
or the interests of the public, or of trade, or of any particular 
locality, on the application of any body of persons repre- 
senting any such interests, by order to require any railway 
company or companies to afford reasonable railway services, 
facilities and conveniences. 

Right to levy Tolls. — Originally, each railway company 
was authorized to demand certain maximum rates and 
charges for different classes of traffic. A railway company 
might vary its rates and charges provided it did not exceed 
the permitted maxima or give undue preference. 

The principle of fixing maximum scales and allowing the. 
railway companies to fix actual rates within these has 
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since been abandoned. The actual Staifdard Rates are 
now fixed by an independent tribunal. 

Railway and Canal Commission. — Prior to the creation 
of the Ministry of Transport (p. 195) the interests of the 
public in connection with the railways and canals were 
entrusted to a Railway and Canal Commission. It is still 
in existence, and has jurisdiction to deal with such matters 
as traffic facilities and obligations arising under special 
statutes, conveyance of mails, and public safety. Other 
powers formerly exercisable by the Railway and Canal 
Commission, and in particular its power to determine 
questions in regard to rates and charges, have ceased, and 
are now exercisable either by the Minister of Transport or 
by the Railway Rates Tribunal (p 196), according to 
circumstances. 

The Railway Clearing House was instituted in 1842, and 
obtained parliamentary recognition by the Railway Clearing 
Act, 1850 . By its means the interworking of the railways 
has been gieatly facilitated, and it fulfils the useful function 
of a central organ, to which the interests, mutual as well as 
antagonistic, of the various railway companies are made 
to converge. 

The clearing house is situate in Seymour Street, N.W. 1, 
and its principal routine consists of apportioning the 
proceeds from through bookingB of passenger and goods 
traffic among the various railway companies. All stations 
submit through their respective companies to the clearing 
house Monthly Returns of traffic booked through from their 
own to other companies’ lines, and the C.H. credits each 
company with its fair share, on a principle similar to that 
of the Bankers’ Clearing House. 

^The clearing house also attends to the return of waggons, 
tarpaulins, etc., and deals with lost luggage. Moreover, 
Claims, which are not so unreasonable that they may be 
dismisseifi a\; once by the company concerned, are referred 
•to a Joint Claims Committee of the C.H., whose expert ad- 
vice is acted upon by the company. 
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In the early d%,yB the railway clearing house rendered 
important service in establishing a uniform classification 
of goods as a basis for the calculation of rates and charges. 

Classification and Maximum Rates. — By the Railway and 
Canal Traffic Act, 1888, the railway companies were called upon 
to submit to the Board of Trade a revised classification 
of Merchandise TrafiSic and schedules of maximum rates 
applicable thereto. These were considered and amended 
by the Board of Trade, whose recommendations were 
embodied in thirty-five separate statutes, called the 
Railway Rates and Cnarges Order Confirmation Acts, 1891 and 1892, 
applicable to thirty-five different railways or groups of 
railways jointly owned, leased or worked with them. Each 
Act contains a schedule, divided into six parts, showing the 
maximum rates and charges authorized in respect of 

I. Goods and Minerals ; 

II. Animals ; 

III. Carriages ; 

IV. Exceptional Class ; 

V. Perishable Merchandise by Passenger Train ; 

VI. Small Parcels by Merchandise Train. 

Goods and Minerals are graded into eight classes, the 
.rates applying to class A being the lowest, and class 5 rates 
the highest. For example : 

Class A nichides Coal ; Coke ; Gannister ; Gravel ; Iron- 
stone ; Sand ; Rough Stone ; etc. 

B „ Bricks, crushed ; China Clay ; Anvils ; 
Slates, common ; Turf ; etc. 

„ C „ Copper Ore ; Flour ; Gram ; Hoop Iron ; 

Rails ; Wood Pulp ; etc, 

M 1 ,, Ales and Porter, %n casks ; Cotton, raWy im 

press -patched hales ; Jute ; Sheot lead ; 
etc. 

• 

9 f 2 „ Ale and Porter, bottled^ in hampers ; Bread ; 

Cocoa ; Coffee ; Ropes ; Scrap Zinc ; 
etc. 



176 TRADE, TRANSPORT AND FINANCE chap. 

Class 3 includes Blankets ; China, in lumpers ; Cutlery ; 

Hardware ; Taps, hrnaa ; Tea ; Wheel- 
barrows ; etc. 

,, 4 ,, China, in boxes and cases ; Footballs ; 

Rifles ; Tanks ; Wire, insulated ; etc. 

„ 5 ,, Amber ; Bicycles ; Furs ; Game ; Lace ; 

Musical Instrmnents ; Perfumery ; etc. 

The following maximum rates for Goods and Minerals are 
taken from the schedule in the Midland Railway Company 
(Rates and Charges) Order Confirmation Act, 1891. 

MAXIMUM RATES FOR CONVEYANCE. 


1 n respect of 
Merchandise* 

For Consignments except as otherwise provided in the 
Schedule 

comprised in 
the under- 
mentioned 
classes 

For the first 

For the first 

For the first 

For the 

20 miles, or 
any part of 
such distance 

30 miles, or 
an> part of 
such distance 

50 miles, or 
any part of 
such distance 

remainder 
ol the 
distance 


Per Ton per 
Mile 
d 

Per Ton per 
Mile 
d 

Per Ton per 
Mile 
d 

Per Ton per 
Mile 
d 

A 

1 15 

0 90 

0 45 

0 40 

B 

1 25 

1 00 

0 80 

0 50 

C 

1 80 

1 50 

1 20 

0 70 

1 

2 20 

1 85 

1 40 

1 00 

2 

2 65 

2 30 

1 80 

1 50 

3 

3 10 

2 65 

2 00 

1 80 

4 

3 60 

3 15 

2 50 

2 20 

5 

4 30 

3 70 

3 25 

2 50 


MAXIMUM TERMINALS. 


In respect of Mer- 
chandise comprised 
in the under- 
mentioned classes 

Station 
Te»'mlnal 
at each 
end 

Service Terminals 

Loading 

Unloading 

Covering 

UncoNer- 

ing 


Per Ton 

Per Ton 

Per Ton 

Per Ton 

Per Ton 


8 d 

8. d 

8 d 

d 

d 

A - - - 

0 3 

— 

— 

— 

— 

B - - - 

0 6 

— 

— 

— 

— 

C - - - 

1 0 

0 3 

0 3 

1 

1 

l - - - 

1 6 

0 5 

0 5 

1 50 

1 50 

2 - - - 

1 6 

0 8 

0 8 

2 

2 

• 3 - - - 

1 6 

1 0 

1 0 

2 

2 

4 - . - 

1 6 

1 4 

1 4 

3 

3 

5 - - - 

1 6 

1 8 

1 8 

4 

4 


The •original classification, with the schedules of maximum 
rates and charges applicable to each railway, is published 
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by H.M. Stationery Office in a blue book entitled “ An 
Analysis of the Railway Rates and Charges Order Confirmation Acts, 
1891 and 1892,” price 105. net. 

Revision of Rates, 1920. — ^The maxima referred to above 
remained in force until the 14th January, 1020, after which 
date the Ministry of Transport Act of 1919 came into force, 
and the railways were directed by the Minister of Transport 
to increase their charges The Railway Clearing House 
accordingly issued, on behalf of the “ controlled ” railways 
of Great Britain, common notices of increase, the latest 
of which may be obtained from the C.H. or seen at 
the companies' goods offices The prescribed increases were 
not based upon the companies’ statutory cliarges, but upon 
the actual rates in operation on the \Ath Januar\f, 1920. 

The Minister of Transport had power to direct the revision 
of rates, fares, tolls, duos and other charges, after reference 
to a Rates Advisory Committee Before the Committee advised 
on matters referred to them, public notice was given to enable 
any persons affected by any revision to make representa- 
tions to the Committee in defence of their interests. 

Revised Classification. — ^The Railwaj^^s Act of 1921, which 
set up a Railway Rates Tribunal to supersede the Rates 
Advisory (Committee of the Ministry of Transport, provided 
for a total revision of railway rates The rates to be fixed 
by the rates tribunal, and called Standard Charges,” 
were to be based on a revised classification. 

The new classification will probably be divided into a 
greater number of classes, and account will be taken of the 
quantity of goods constituting a consignment, a lower rate 
being accorded to goods forwarded in large quantities. It 
has been recommended also that when the transit is ov^r 
the lines of more than one company, the rate should be 
computed on the basis of continuous mileage.^ 

To-day, if the traffic passes over the lines of (say) three, 
companies, eacli is entitled to charge for the first 20 miles, the 
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next 30, and the next 60 miles, a higher rate than for the rest 
of the journey. 

The new classification was to be determined in the first 
instance by the Rates Advisory Committee, which made 
recommendations in the matter before the passing of the 
Railways Act, and was permitted to continue in existence 
until it had settled the classification Any subsequent 
alterations will be made by the rates tribunal. 

Standard Charges. — By the Railways Act, 1921, the 
constituent companies in each group of railways formed 
under that Act, must submit to the rates tribunal not later 
than the 31st December, 1922, or such later date as the 
Minister of Transport may allow, a schedule of the standard 
charges proposed to be made by the amalgamated company 
(q.r.) into which they are to be formed, according to the 
revised classification. The schedules are to be divided into 
eight parts, as follows : 

Part I. Goods and Minerals ; 

Part II. Animals , 

Part III Carriages ; 

Part IV. Perishable merchandise by passenger train ; 

Part V. Small Parcels ; 

Part VI. Merchandise of an exceptional character ; 

Part VII. Passengers and luggage ; and Articles other 
than perishables by passenger train ; 

Part VIII. Any toll payable by a trader. 

The rates tribunal will consider the schedules of charges 
and any objections thereto, and, after hearing all parties 
interested and who are desirous of being heard, will settle 
the s^edules of charges and appoint a day when the same 
shall come into operation. 

On and from the appointed day the charges appearing 
in the schedule for each amalgamated company will be the 
charges which that company will be entitled to charge, 
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and no variation either upwards or downwards may be 
made except a^s authorized under the provisions of the 
Act. 

Fixation of Rates. — ^The jDrinciples underlying the fixation 
of traffic rates are similar to those followed by the trader 
in pricing his goods. For the carrier the main consideration 
is naturally to charge what the traffic will hear, and he must 
have regard to all relevant cricumstances, and in particular 
to (a) value, (b) the bulk in comparison to weight, (c) the 
risk of damage, (d) the cost of handling, and (e) tlie saving 
of cost which may result when merchandise is forwarded in 
large quantities. Finally, (f) the carrier is concerned more 
with his total net receipts, i e takings less working expenses, 
than with the amount of jirofit accruing from each trans- 
action. He therefore studies the needs of the community, 
encourages trade wffiieh may prove profitable to himself, 
and shapes his charges to compete with other nutans of 
transjiort 

The standard classification has evolved m confornnty with 
the above principles. Thus Baroniotors, Organs, and Silk 
(class 5) are of such value that they w^ill boar a higher rate, 
and Straw Hats (also class 5) are so bulky as to demand a 
higher rate per ton than say Oranges (class 2), corrugated 
Iron (class C) or Limestone in bulk (class A). The cost of 
transporting say class A traffic is also less tlian tliat of the 
higher classes, for the loads are larger and iiioro regular, 
traders provide their own trucks or are charged for the use of 
them, and the risk of loss or damage is loss. 

In some cases (in the Great Eastern, Midland and Furness 
statutes for instance) the schedules applied umformly to all 
parts of the respective companies’ lines, whereas in others the 
maxima varied according to the hilly or populous cliaracter 
of the region concerned. Thus the L.N.W.R. was authorized 
to charge for class A traffic 2d. per ton-mile over one area, 
including the Buxton and High Peak Junction, etc , and T26d. 
in another region, including the line between Ctickermouth 
and Workington, as against 0*95r/. on other parts* of the . 
system. 
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Consignment Note. — The Contract bet^en the Railway 
Company and the Consignor for the transport of goods by 
Merchandise Train is contained in a Consignment Note 
(C/N). These documents may be obtained at the railway 
companies’ offices, either separately or bound up in a book 
with counterfoils. The consignor fills up the note and 
delivers it to the railway with the goods, in exchange for 
the signature of the railway company’s representative or 
carman, on the counterfoil or m a delivery book. The 
description of the goods should be given in strict conformity 
with the official classification, and m the last column should 
be stated clearly whether the carriage is to be jiaid by the 
Consignor or the Consignee. 

The form of consignment note here reproduced (Figs. 2 
and 2a) is that used for goods consigned at Carrier’s Risk 
(c/r). Special forms are in use for Dangerous Goods and 
for Specie and Bullion, and Owner’s Risk (o/r) notes are 
employed in respect of goods sent at owner’s risk. The 
headings of two O/R consignment notes shown on pages 
181 and 185 (Figs 3 and 4) should be carefully studied in 
conjunction with the remarks on p. 105 regarding “ special 
contracts.” 

How to check a Railway Rate. — It is not a difficult 
matter to check a railway company’s invoice or Carriage 
Account. 

The first step is to verify the weights and calculations 
shown in the account. Usually office records of consign- 
ments sent and received by rail arc kept in an Outward 
Goods Journal and an Inward Goods Journal 

% 

The Paid -ON Column of the consignment notes and carriage 
account is i;eserved for any charge paid by the railway company 
for services not included in the rate. Thus, where goods are 
sent carriage forward over two railways’ lines not connected 
by through rates, the carriage due to the first company may 




Fig. 2— Il\TL^^AY Consignment Xote (Front) 
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Fig. 2a— Railway Consignmfxt Note (Back) 
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be paid, in cash by the second company and charged to the 
consignee in the paid-on ” column. The method is employed 
for services rendered by carters to receiving station where the 
goods are charged at an “ S. to S.” (Station to Station) rate. 
The consignee may ask the railway company for a voucher 
to check the amount of such charges. 

“ C. & D.’’ (Collected and Delivered) rates are not quoted 
for all stations ; but where the rate only includes conveyance 
from station to station the railway company may bo willing 
to collect or deliver for an extra charge. On the other hand, 
where the only rate includes collection and delivery, and the 
sender or receiver elects to do his own cartage, ho is entitled 
to a Rebate varying in amount according to the class of 
goods. Cartage charges and rebates between any points may 
bo ascertained on application to the railway companies. 


M 


CAKRIAOE ACCOUNT. 

Derby, 192.... 


To The Midland Railway Company, Ltd. 


Accounts rendered to the end of One Month are due m 
Cash on the Twentieth of the next. 


Date. 

From 

To 

Co. 

Owner 

of 

Wag- 

gons. 

j Charged Weight ] 

Tolls. 

Waggon Hire 





Coal. 

'! 

Coke 

Hate 

per 

ton. 

Amount 

Rate 

per 

ton. 

Amount. 

an. 3 

Bag- 

worth 

Hlgh- 
gat-e 11 

• 


Tns 

18 

Cwt , 
7 : 

Tiis 

Cwt 


£ 

9 

d 


£ 

0 

s. 

d. 






18 

9 

9 

9 

12 

5 
10 

6 i 





• 











6C) 

- ' 



9/9 

31 

13 

9 
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THE GREA J NORTHERN RAILV 

OONBIONMBHT KOT B FOB OOOPB TO BE 0 

Tu Gbut Nobthbu Railway CombakT harrby fpve «otlc« ihat they bate allenuitaTe rates for the ottrriage of the VfuSmtm 
oedhiary rate and (2) a lower rate ebarfred n(to& ibe (eras of the foltowhijf Syecial Co^itradu 

To iht GREir Northkrk Kail way Company, 

iteceive the undormciitioboii irix>ds for oamaffc al ibi. lower rate anbjert to the condition that the Ooapany shall uot bs SAble for ks 
ir sheet (if anj ) coQtainiug or Loverutg them except uiioti proof tbit sneh loma, daaage, awonre^ ance. miwloliverj, 'Iclay or detention I 
km shall exempt the Company from an> liability they niiffht otberwuo' lurMr in the following oesSs of nou dalivory pilJferai» or miSdeltVei 
(If Nan>delnrer 3 of any {wcLugea or eonaignment /iiUj and properly oddneiseil, wuleu sncQ uaii-delirery is due to aoo(idedb 
(M Pilferage from package of goods protects othorAVl^e than by papee or oilier padkihg i eadily remnv.vble by hand ptotided 
(3) liwdelivery here goods fully and propeTIv addressed are nut tendared to the Ohnsigaeo .witnin twenty-eight da/t after di 
PcpvidtKi that the Oompaoi shall not be liable in the said uaare of uob'd«livar> , pilferage, at niiade)irery, on ifroot -that-tbe aame ba% 
Thu Agracment ehall be deeuied to be eepanitely mmle with ail Companiea or persona who sbnil be CarruMn for any porCwm of tbi trn 


Svgnatuto of Sender or his Heyrssenlafivr. 


Senilwra musl 

t fksliy and aoeurBtalv dwaowib* ttia oontftfitd of OssoMiuCm sind vm 

wner and 
Tagon No 

To what Station and 
liailway to be sent 

1 CONSJQNE15. 

Vamk 

Fold Adobbrs 










Fio 15 —Hkading of OWNl 


Lw,*p ltd.] 


THE GREAT NORTHER 


CONSIGNMENT NOTE FOR DAMAGEABLE GOODS WHEN NOT PROP ER 

The Obeat Northern Railway (jJoiii’tNT herein give ooiioc the* tiicv arc not Ynil will not l*ti carmrs of 
tbatthnratea quoted br the Coiniian} for the carriagi ol such goods when the ConqiiUiv uudirtakc the ortlinarr habiliij 
the sender mnyat his option consign the said goo<^^ not so protected, if he ngrcis to rrliove the ('oiiir>''u\ end all other Comi 
may be during any portion of the transit, fioiti all liability fat loss or injun to the wimv rxeept upon proof that huoL 1 
The following la a Hat of Uamageabla goods, but It is not exhaustive, and the Company peaerve to themaelvea tha ri| 


Aerated and Ifineiml Waters, in 

oases 

AleaiRlPnrter, bottled, in cases 
ui'reoiiraiiur for 


Blocks, plastei - coinivMition, 
beaded, moulded, and oroH 
BosU and Canoes [mental 

Boil**rs Copper 

Cornice Poll m 

Crucibles, Plnmliago o* t lay 
( l•uclb^^ « 0 0 h p 

Cvcle rniUers 

eic 

CU 


Plretlsy Wore 
Fire fTnards, metat. 

Fire Irons 

Ktreulscs Stande, kitchen 
etc 


Korr —As to Uxploslres, Inflamuuiblo Iiuinids, Dangetoua or CuiVoeie 

To the Great Northern Railway Company 

to consideration of your reeeiring and forwarding the uiidcnucutioued goods, not prqiicrh protected by uaoking, anc 
1 derive therefrom, I agree to relieve the Great NoirrHKHN Kailwat Oohpvny from all liabiiitv for loss or Injury to the sun 
This Agreement idiall be deemed to lie seiiaratcly made with all Companies or persons who shall be Carriers for any 


Signature of Sender or his Bepresentatn e. 


^ Senders must fully and accurately describe the Contents of packaf* 

Owner and 

To what Station and 

CON8IGNHB. 

Wagon No 

RaUway to be sent. 

Nsaa I Fuu. Abdibu 



1 


Fig 4— Heading of Own 

(Damaged Goods n 
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3 MPANY. , 

AT OWNER'S RISK. 

li tKhsr of whith ntea the goods muy he tonsiimed ot the Seoder's opttoa 

191 

cflnveyhhWt vtsd^vsir. dolsy oi''dcMiitton of jn- in such goods i^r a tntdpr’s 
ilfot niscdtaduct pf the Oosapiinjr’B servanw. fiat notUtag in tlte atormoid 

Mis, lur lo brtf 

re is pouiiod! om» to a ser ?»n^ of the tomf«uy un or before delivery. 

hy negligetiea or mlseondaotan the ytfxt df^tUo Coinpeay or their seriHutt. 
pOMVMy referred to M the Com^uy and to include tbo UDivlitiouH eodorKCil hrreoD. 

iddre^ 


i 

« 

t 

ba wtsatbmr esurrisuia la payaaia by Sbndar or Ooni 

lidaaa. 

lo, of 
d^cles. 

Doecniftiott of Goods aitd< Marks 

WEIGHT 

T C Q Lbs 

Charge paid on 

£ 3. d 

Who pays the 
carriage. 









r 












« I * Spi •M.aoo d-it. 

K> 

Pro Noi 


WlHBEff OF THIS NOTE. 


Consignment Note 


U 33-.'6 000-9.|ft yv 

A.ILWAY COMPANY. 

rSlTO BY PACKING, AT OWNEB'S BISK. 


Pro. Xo.. 


or 

I NUMBER OF THIS NOTE. I 


ig dninagcsblr goods, Pxcppt when properly protected b\ {lacking and 
Y Companj do not apidv to the said goods, except when so protooted, but 
tan over wliosr lines the same indy pass, or in whose {loeieiision the same 
srose from wilful miseonduot on the part of the Coro|iany's servants 


lo bs carriers of other deaeriptlone of geode not properly protected, except upon the beforwmentloned terms 
for Klectno^T^m -.,-aWdrk Sanitary CMtmgs, iron or steel, Tanks, wrought iron, enass* 

.Cars, Ornaments (»M FiguresL for Urinals and Water Closet# Titos, Art fslled. 

***»• '' BaniUry Tubes, with patent Tiles, glased or enamelled 

composition coUare. (_iiib Ti ainway Point Boses, e o b p. 


I, lor 
Slabs 
no Stonos. 
rlasses and 


10 n 


id other Dangerous Goods, see Special ClastiAcailoa of snob Articles. 

■ St$tlon, 101 

lUant iaving to me of the cost of packing and of the reduced weight of the oonsigninent, and of an> other advantage whieb 
u proof that such loss or injur> arose from wilful misconduct on tbt i>ait of the Oompan>'s servants 
transit (herein resiieotively rererred to as the Company) and to include the oonditions eudorsod hereon. 


— Addrp sa 

Uo eleaply state whether Mrrlage is payable by Sender or ConstgnM. 


Mo of 
Articita. 

Description of Goods and Marka 

HEniN 

BBj 

WMOMYSTn 

BMIWMI, 



1 — 1 ii i 

IT-T 1 



Consignment Notl 

/ protected) 
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CARRIAGE ACCOUNT.^ 

All Rates and Charges are to be paid on delivery of the 
Goods unless the Consignee has a Ledger Account with the 
Company, which is granted upon the following, amongst other 
conditions : that the amount of the Account as rendered is 
remitted witlun Eight Days thereafter to the Station from 
which it is received. Errors or overcharges, when found to 
exist, will be at once rectified and allowed m next settlement, 
but shall form no ground for delay or deduction in payment 
of Accounts. 

The Company cannot accept reference to Senders or a 
third party for carriage. Cheques to be drawn to the Order 
of the London & North Western Railway Company and crossed 


Please to require a Printed Stamped Receipt for Amounts 
of £2, and upwards. 


M Station 19. 

To The London and North Western Railway 
Company. 


Date. 

In- 

voice 

No. 

From 

or 

To 

Station Consignee 

Species 
and Marks j 

Weigiit 

T. C Q. Lbs 

Rate. 

Paid 

on. 


Tota 

£ 9 1 


1 i 

1 1 


j 

1 1 III 
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The next step^is to consult the Classification. A General 
Railway ClasBiflcation of Goods by Merchandise Trains is pub- 
lished officially every year, and may be obtained at the 
Secretary’s Office of any of the railway companies, price Is. 

The following is taken from the alphabetical list of 
articles contained in the classification : — 


ALPHABETICAL LIST OF ARTICLES. 


Tanks, Oil Storage — Taoist 
and other Appliances {enccep 
Scaffold Poles and Boards^ 
Cranes, and Portable or 
Stationary Engines) far the 
&re(A\jon of Oil Storage Tanks 
must be charged the same as 
Iron or Steel for Oil Storage 
Tanks on the outward jour- 
ney , and also when con- 
veyed back to the original 
sending station by the same 
route 

Tanks, Water Tempering and 
Measuring, for Bakeries, 
packed in cases or crates . . 

Tanks and Cisterns — 
tCart iron . , . 
tiron or steel, glass-lined 
tfron or steel, lead-coated 
t/ron or steel {not wrought 
or enamelled), such as can 
be carried in an ordinary 
truck 


ty 

*2y 

4j/ 


Tapers and (^andles, Paraffin, 
Tallow, and Stearine . 

Tapes 
Tapioca 
Tapioca Flour 
Tapioca Boot 

Taps, brass ... 

Taps, wood 
Tar, Coal or Qas — 

In Owners tank waggons 
E ohp. 

Note— TanA; Waggons, 
both full and empty, will not 
be accepted for conveyance 
unless all inlets and outlets 
are securely closed water- 
tight . . 

Tar, Extract of, from Oas 
Works, in casks — (as Paints 
and Colours [Pigments]) 
Tar, prepared for road dress- 
ing, in barrels . . 


U 

Ud 

2U 

Cgl 

C 


A 

B 


* Subject to special arrangement when of unusual length, bulk, or weight, or of 
exceptional bulk in proportion to weight. ^ Hardware List. 

g. Grain List. hd Heavy Drapery List, 

t If not properly protected by packing to be only accepted at Owner’s risk. 
t Grocery List No. 1 U Grocery List No. 2 t Iron and Steel List 

•i> See Regulation 14, p. 4. y Reduced rate at Owner’s risk. 


Having ascertained the Class to which our consignment 
belongs, we proceed to consult the railway company’s Rate 
Book. Every railway and canal company must keep at 
each of its stations and wharves a book showing every 
route from that station or wharf to every ot^er place to 
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which the company bookn passenger or ^other traffic, and 
showing the distance and special rates in operation. 

EXTRACT FROM GREAT EASTERN RAILWAY 
RATE BOOK. 


Between 


Dis- 

tdnee 


Class Hates per Ton (subject to conditions on pages 
4 and 5) 


Classp:s 


London Miles | 

and from i 

Bishops- i 
gate 1 

A and B | 

C 

1 






4 

Tons 

1 6 

1 Ton 
loads 

*> ' 4 

Tons 

loads 

1 

2 

3 

4 

5 


X d 

s d 

s d 8 d 

8 d 

s d 

d 8 

« d 

s d 

Linton - - 53 

5 2 

i 3 9 

8 1) 7 11 

17 1 

20 5 

23 9 

[28 0 

33 4 

Panipisford - i 552 | 

Colchester , ! 

(North) - 51 n 1 

5 5 

3 10 

0 2 7 11 

17 0 

20 10 

24 7 

28 9 

24 2 

Hythe - - 53 V - 

St Botolph’s - 53t‘J ; 

(For Station 
to Station 
trafhc only ) 

5 2 

3 <) 

8 9 7 11 

17 1 

20 5 

23 9 

28 0 

1 

33 4 


Until the Standard Charges to be fixed by the Railway 
Rates Tribunal come into force the rates shown in the rate 
books will remain those which were in force on the 14th 
January, 1920. To them must be added the Increases 
shown on various Notices issued by the Railway Clearing 
House. An example of these Notices is not given in this 
book, as they will become obsolete when the Standard 
Charges come into force. 

The Rate Book or tables and a General Classification 
must be open to inspection by any person without fee, and 
any person may apply to the secretary of the company for 
particulars as to how a rate is made up (charges for con- 
veyance and terminals bemg shown separately and in 
dptail). Where consignments by goods train are frequent 
ifc is a simple matter to keep a rates book ” showing a 
record of charges for routes often used, or reference may be 
made to Gray’s Tables, which include the rates in operation 
between a large number of stations. 
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Special Rates agid Rules — The letters and signs attached 
to the classes A, B, C, 1, 2, etc., in the General Classification 
refer to other parts of the book. Thus, the companies are 
allowed under the Acts of 1891 and 1892 (Part IV.) to charge 
special rates for articles of exceptional bulk, etc. 

The letters x, y and z apply to a table of reduced rates for 
goods consigned at owner’s risk, of which the following is 
a short extract. 

TIEDUCED CLASS RATES AT OWNER’S RISK. 


Table of IIeditceb Class Hates for Articles marked with the letters “ x,” 
“ y,” or ‘* z,” one (ondition applicable to these inodifted rates being that 
the Merchandise is carried at the Owner’s risk 


Class 

Reduced Kates 

Class 

Reduced 

Hater 

Kate per 
ton not 
exceeding 

Articles 

marked 

(X) 

Articl<‘s 

marked 

kV) 

Articles 

marked 

(2) 

Hate per 
ton not 
exceeding 

Articles 

marked 

Articles 

marked 

0/) 

Articles 

marked 

(2) 

« d 

J>er ton 
« (I 

Per ton 
x d 

Per ton 
s d 

s d 

Per ton 

R J 

Per ton 

8 d 

Per ton 

8 d 

t} 0 

5 U) 

4 7 

f) 5 

4 2 

r> 0 

4 2 

4 7 

4r» 10 

41 8 

30 

2 

30 8 

0 8 

f) 10 

5 10 

5 .") 

40 8 

42 1 

39 

7 

37 6 

7 0 

0 8 


1 5 10 

47 0 

42 11 

40 

5 

37 11 

8 4 

7 0 

1 7 1 

6 8 

48 4 

43 4 

41 

3 

38 9 

9 2 

8 4 

1 7 11 

7 f) 

49 2 

44 2 

41 

8 

39 2 

10 0 

9 2 

1 « ^ 

7 11 

.'iO 0 

4^) 0 

42 

0 

40 0 


Waggons . — It should be noted also that the provision of 
trucks is not included in the conveyance rates for Class A 
and certain other articles specified in other classes Where 
not included the companies may charge for the use of trucks 
according to special rates. And where, for merchandise 
other than that specified in class A, the companies do not 
provide trucks, the rate is reduced. Many senders, such as 
colliery and quarry companies, use their own waggons, and 
there are private firms who make a living by keeping rolling 
stock in repair by contract and letting waggons out on hire. 

Quantities . — Classes A and B are applicable to consign- 
ments of four tons and upwards. Smaller quantities are 
chargeable (i) at the next higher rate if not less than two 
tons, (ii) at the next rate but one if under two tons , 
Class C applies to consignments of two tons and upwards. 
Less than two tons of ‘‘ C ” traffic would be chargeable at 
class 1 rates. * 

Ainy consignment not exceeding three cwt. is charged 
for at the SmaU Parcels Rate, and weights over three cwt. 
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^ charged not less than the charge for tl^ree cwt. as shown 
on the “ smalls scale. 

Extract *FEOM 

SCALE OF CHARGES FOR SMALL PARCELS 
BY MERCHANDISE TRAINS. 

(Between Stations in England and WALESij. 


Weight 

Rate per ton as in operation on 14th .Tanuary, 1920, or issued 
thereafter 

exceed- 

ing 

c q lbs 

18/- 

to 

18/4 

18/5 

to 

18/9 

18/10 
to 
, 19/2 

19/3 

to 

19/7 

1 19/8 20/1 I 
to to 

20/- 20/5 

20/6 ! 20/11 
t,o 1 to 
20/10j 21/3 

21/4 

to 

21/8 

21/9 

to 

22/1 

22/2 

to 

22/C 

22/7 

to 

22/11 

0 1 0 

1 6 

1 6 

1 C 

1 6 

16 18 

1 8 1 1 8 

1 8 

1 11 

1 11 

1 11 

0 1 U 

1 8 

1 8 

1 8 

1 8 ; 

1 8 1 11 

m ill 

1 11 

2 1 J 

1 2 1 

2 1 

0 2 0 

2 1 

2 1 

2 1 

2 1 

2 112 4 

2 4 ' 2 4 

2 4 

2 6 ' 

' 2 6 

I 2 6 

2 2 14 

6 11 

7 4 

7 4; 

7 4 

7 4 17 11 

7 11 ' 8 2 

8 2 

8 7 i 

! 8 7 

‘ 8 9 

2 3 0 

7 1 

7 C 

7 o! 

7 0 

7 9,8 4 

8 4 8 7 

8 7 

8 9 

9 0 

i 9 2 

2 3 14 

7 0 

7 9 

7 11 

7 U 

7 11 , 8 7 

; 8 7.8 9 

8 9 ! 

1 9 2 

9 5 

0 5 

3 0 0 

7 11 

8 2 

8 2 

8 4 

8 4 9 0 

'9 0 ' 9 2 

1 2 

9 7 

9 7 

9 10 


Thus 3 cwts. of ropes (class 2) from London to Colchester 
would be charged 9f}. S. to S , the j)er-ton rate (without in- 
crease) shown in the rate book being 20^. 5d, 


Mixed Consignments — ^Where different classes of goods 
are sent by the same trader in one consignment, higher 
rates for small quantities may be avoided by what is known 


as buUdng. 


Example. 


Traffic 

Weight. 
T C Q 

Rate applicable. 

Charges 
are made on 

Flour - 

10 0 

Class C (min 2 tons) - 

Actual weight 

Oilcake 

10 0 

,, ,, 


Confectionery 

3 0 

Class 2 - - - 

/^Smalls Scale, or if cheaper, 

Paper - 

3 0 

Class 1 - • • j 

two or more descriptions 

Extract of Meat - 

2 0 

Class 5 - - - J 

1 may be combined and 
(barged at the highest 

Hardware - 

2 0 

2 0 0 

Class 3 - - - 1 

1 rate applicable to any 
of the portions so com- 
1 bined 


Thus rates recorded for a minimum weight higher than 
3 cwt. (classes A, B, and C for instance), may be charged 
providing the weight of the whole consignment is up to or 
exceeds the highest minimum attached to any of the rates 
charged. j\nd any two or more classes may be bulked 
together and charged at the rate applicable to the higher 
or highest class. 
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Special Gharg ^. — ^In addition to the authorized class 
rates and charges for the use of trucks, the companies are 
empowered to make ‘‘Special Charges,*’ not exceeding a 
reasonable sum^for 

(i) Service rendered at sidings not belonging to the 

Company ; 

(ii) Collection and Delivery of Merchandise outside the 

terminal station ; 

(iii) Weighing : 

(iv) Detention of trucks or prolonged use of accommodation ; 

(v) Service Terminals for A and B traffic ; 

(vi) Use of Coal Drops ; 

(vii) Services at a waterside wharf ; 

(viii) Any accommodation or services not provided for under 
the schedule. 

Insurance. — Reference has already been made to the 
Land Carriers’ Act, 1830. From the following Classification 
and abridged Scales of Charges it will be seen that the 
railway companies have grouped the articles to which the 
Carriers’ Act applies, the first group being charged for 
insurance at only one-tenth of the rate attaching to class IV. 


CLASSIFICATION. 


Class 1 

1 Stamps 

2 Maps 

3 Silks, or Silks \\rought up with 

other materials where the pro- 
portion of Silk is f)0 per cent of 
the value or more 

4 Furs 
6. Clocks 

6 Timepieces 

7 Plated Articles 

8 Coins, Cold and Silver 

9 Gold and Silver, manufactured and 

unmanufactured 

10 Jewellery not cont.aining Precious 

Stones from or to Manutaetiirers 
or Factors 

11 Watches 

12 Gold and Silver Plate. 

13. Hand-made Lace 

1 4 Engravings 

15 Trinkets 

10 Bank Notes 
17 Title Deeds 
18. Writings 

1 9 Bills of Exchange 

20 Orders, Notes, or Securities for pay- 

ment of money, English or Foreign 


Class II 

1 Glass of all kinds, except as named 

in Class IV 

2 China from Manufacturers or 

Factors 

3 Precious Stones, set or unset 

4 Jewellery, not from or to Manu- 

facturers or Factors 


Class in 

Pictures and Paintings 


Class IV 

1 Plate Glass (in plates exceeding 

3ft leet superficial in size each). 

2 Glass (stained) 

3 Glass f Slivered) 

4 Glass (bent) 

5. China (other than •from Manu- 
facturers of Factors). 


Certain goods are accepted for conveyance by Passenger 
Train only. 
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SCALES OF CHARGIjS. 

Between sta- 
Betw'een flta- tlona In Great 

tlons in Greats Britain and (a> 

Britain and (a) Ports in Ireland, 

Between all Porta in Ireland, when the car- 

Stat ions in Great when the car- ria«e between the 

Declared Valve Britain, includ- rlage between the British and Irish 

iiiK the Isle of British and Irish Ports is partly 

Wight Porta is wholly by aea and partly 

by aea by land 

(b) The British (fi) Interior 

Isles Stations in Ire- 

land 

(’la Cls (Ms I (’la (Ms (Ms 1 (’la (Ms (’Is (Ms (’Is (Ma 

1 2 3 I 4 1 2 M 4 12 3 4 

For s (I fs d H d \ s d \ St (I s^ d t> d ^ d st d s d s d s d 

£25 or leaa in \aliie 0 3 0 ( 1 3l 2 «; 0 0 1 ( M o 7 (> 1 0 2 0 5 0 10 0 

20 to £50 „ 0 (i 1 (! 2 (‘)| 5 0' 1 (1 3 (, 7 0 15 0 2 0 4 0 10 0 20 0 

51 „ 75 „ 0 0 1 ( M Oj 7 0l 2 3 4 ( 11 3 22 « 3 0 0 0 15 0 30 0 

470 „ .500 „ 5 0 10 0 25 o'50 0^15 0 30 0 75 0 150 0 20 OjlO 0 100 0 200 0 

For e\ erv additional 1 | 

£25 or part thereof 0 3 0 (. 1 3' 2 Cj 0 0 1 0 3 <)! 7 0 1 oj 2 0 5 0 10 0 

The abo\e charges apph irrespectne of distance 

No less charge than for £25 Articles «*xceediiig £500 in ^ahIe to be subject to 
special arrangement M’tie (’ompanv reser\es the right ot inspecting all goods 
nhen the ^alue and nature are declared .is exceeding £10, to ascertain th.it the 
artic](3S are in accordaiue nith tht declaration, end .irt in good condition, and 
well packed The (’ompanv also reser\es theriglitof sending a representative 
to be present at the unpacking of such articles In tlie i \ent ot a consignnuuit 
consisting of more packages than one, the \aluc ot eatli iiaekage must be 
declared 8ep<iratel\, Imt the charge tor insurance mil he upon th(‘ .iggregate 
value of the wliole number of package's The pack.iges nniht l)e sealed to the 
satisfaction of the clerk in cii.irge ot the Station or ReceiMiig ()fhc*e at which 
the> are delivered for convejance 

Goods and Parcels by Passenger Train. — The railway 
companies are compelled to “ afford reasonable facilities 
for the expeditious conveyance by passenger train of perish- 
able merchandise,” including Milk, Butler, Cheese, Cremn, 
Eggs, Fish, Fruit, Game, Meat, Poultry, Rabbits, Vegetables 
and Ice, for which special charges are fixed, based on a 
classification and scales of rates contained in Part V. of 
the Acts of 1891 and 1892. 

• For general goods and parcels other than those mentioned 
above, conveyance by passenger train is more costly than 
by goods train, but it offers the advantage of greater speed. 
Standard Scales of Rates are issued by the Clearing House 
under the 'authority of the Minister of Transport. 
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GBJ^ERAL PARCELS SCALE.i 


Weight 
not I 

exceeding 

Rate. 

ItoSO 

Miles. 

Rate. 

31 to 50 
MUes. 

Rate. 

51 to 100 
Miles. 

Rate. 

101 to 200 
Miles. 

Rate. 
Above 200 
MUes. 

lbs. 

8. d. 

8. d. 

8. d. 

8. d. 

s. d. 

3 

0 11 

0 11 

0 11 

0 11 

0 11 

7 

1 4 

1 4 

1 4 

1 4 

1 4 

105 

4 1 

S 0 

12 0 

16 11 

20 0 

110 

4 1 

8 2 

12 8 

16 4 

20 5 

112 

4 1 

8 2 

12 8 

16 4 

20 5 

Above 112 lbs 

Rates can be obtained at the Stations and Offices of the Companies. 


OWNER’S RISK SCALE. 

Applicable only to cketain Pbeishablb and other Traffics. 


The signing of a General Owner’s Risk Agreement, or an Owner's Risk Consignment 
Note, is an indispensable condition upon which these rates are applied. 


Weight. 

not 

exceeding 

Rate. 

1 to 30 
Miles 

Rate 

31 to 60 
MUes 

Rate. 

51 to 100 
MUes 

Rate. 

101 to 200 
MUes 

Rate. 
Above 
200 MUes. 
(except as 
shown in 
next 
column). 

t 

See 

below. 

lbs. 

8 d 

8. d 

8 d 

8. d. 

8 d. 

8. d. 

3 

0 9 

0 9 

0 9 

0 9 

0 9 

0 9 

7 

1 0 

1 0 

1 0 

1 0 

1 0 

1 0 


No consignment note is needed for goods sent at the 
General Parcels Rate, but the sender should see that he 
gets a receipt. The sender must, however, sign an Oumer^a 
risk note for goods sent at the 0/R scale, to which only 
certain articles included in the official lists apply. 

Exceptional Rates. — In addition to the special rates for 
perishable merchandise, there are other Exceptional Bates 
at which the companies of their own accord accept certain 
traffic, e,g, newspapers, returned empties, and goods sent 
at the Loaded Van Scale (for fifty cwts. minimum) applicable 
to luggage in bulk, refreshment contractors’ and confec- 
tioners’ vans and contents, portable theatres, truck-loads 
of plants and flowers, etc. 

^ The extracts are given merely by way of examples. The 
figures shown are not these now in force. Present scales may 
be obtained from any parcels office. 
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Bxtra (marges are made for Fragile Articles such as 
scientific instruments, glassware, china, • etc., and very 
Bulky Articles such as Millinery and Bird Cages. 

(muectlon and Delivery, within the radius only, are in- 
cluded in the General Parcels Scale. 

Payment of Carriage.— All charges for passengers train 
traffic are pre-paid, whereas goods may be sent by merchan- 
dise train “ Carriage Paid or “ Carriage Forward.’’ 

Competition. — The railways of the United Kingdom have 
been the result of individual enterprise. The companies 
raised their own capital, and their shareholders have not 
all derived great benefit from their investment. The 
statutory powers which were necessary in order to enable 
the companies to carry out their undertakings did not give 
them a monopoly of transport for the territory in which 
they operate. Up to 1914 the railway companies competed 
with each other to a certain extent between centres (such 
as London and Sheffield or Manchester), connected by two 
or more different lines, and each sent representatives to 
canvas the various trading and manufacturing firms for 
traffic. Up to the 14th January, 1920, the companies were 
not permitted to charge more than the maximum rates 
allowed by statute, but they could charge as little as they 
Bked. The actual rates obtaining during the existence of 
this system were for the most part lower than the maximum 
rates. 

In the past, competing companies avoided ruthless rate-wars 
by mutual understanding at Railway Conferences, at which 
minimum rates were agreed for traffic between points connected 
by alternative routes. Another form of agreement was that 
knovm as the “ Percentage Division of Traffic,” amounting, 
roughly, to a pooling of receipts resulting from traffic over 
competing lines, and the equitable distribution thereof among 
the companies operating. 

Government Control. — On the outbreak of war in 1914 
the Government took possession of the railways and canals 
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to facilitate the movement of troops and war material, and 
an agreement was made between the Government and the 
Railway Companies under which the 1913 Net Receipts 
were guaranteed to the companies. 

Government possession was retained under the Ministry 
of Transport Act of 1919 until the 15th August, 1921, on 
which date the railways were “ de-controlled,’’ and the 
guarantee ceased. A composition of claims outstanding 
in respect of Government possession of the railways was 
made in the Railways Act of 1921, whereby the sum of 
£60,000,000 was allocated to the railway companies to be 
distributed in accordance with the provisions of that 
statute. 

Ministry of Transport. — ^The Ministry of Transport Act, 1919 , 
provided for the appointment of a Minister of Trans- 
port “ for the purpose of improving the means of, and the 
facilities for, locomotion and transport.” Reference has 
been made already to the Rates Advisory Committee of the 
Ministry of Transport. 

The powers of the Admiralty in relation to the dockyard 
ports, and of the Board of Trade in respect to the appoint- 
ment of members of the Railway and Canal Commission 
remained, but all powers and duties of other government 
departments in relation to 

(a) railways ; 

(b) light railways ; 

(c) tramways ; 

(d) canals, waterways and inland navigations ; 

(e) roads, bridges and ferries, and vehicles and traffic thereon 

(including motor ’buses) ; 

(/) harbours, docks and piers, 

and matters relating thereto, were transferred to the 
Minister. The Minister’s authority, also contained in the 
Act, “ to establish transport services by land or water,” 
and to purchase privately-owned waggons, has not beeh 
exercised. 

• 

The Railways Act, 1921. — This statute introduces far- 
reaohing changes, including the Re-organizat|on of the 
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Railway System by fusion into “ groups,’* the Regulation 
of the Railways as to working and equipment, the establish- 
ment of a Railway Rates Tribunal, and provision for the 
settlement of disputes as to Wages and Conditions of 
Service, the Interchange of TrafiGic and the rendering of 
Accounts, Returns and Statistics. 

Grouping of Railways. — ^With a view to the re-organization 
and more efficient and economical working of the railway 
system of Great Britain, provision was made for the forma- 
tion of the railways into four groups, viz,: 

1. The Southern Group ; 

2. The Western Group ; 

3. The North Western, Midland and West Scottish Group ; 

and 

4. The North Eastern, Eastern and East Scottish Group. 

The principal railway companies (to be called “ con- 
stituent companies ”) forming each group are to be amalga- 
mated, and other less important companies comprised in the 
same group absorbed by the amalgamated company. The 
schemes of amalgamation and absorption are to be sub- 
mitted to the Minister of Transport on or before the Ist 
January, 1923, and will come into operation on the 1st 
July, 1923, each of the four amalgamated companies being 
incorporated under an appropriate name. 

Thus the constituent companies of the Southern Group will 
be : The London and South Western ; London, Brighton and 
South Coast ; South Eastern, and London, Chatham and Dover 
Railway Companies; and the South Eastern and Chatham 
Railway Compames Managing Committee; whereas the sub- 
sidiary companies of that group include the Bridgwater 
Company, the Isle of Wight Railway Company, the Victoria 
Railway Station and Pimlico Railway Company, and others. 

The difference between amalgamation and absorption is 
explained on p. 22. 

The Railway Rates Tribunal consists of three permanent 
members, jind is a court of record, having an official seal, 
and jurisdiction to deal with any questions that may be 
brought before them in regard to the classification of 
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merchandise, thiough rates, group rates, tolls payable by 
traders, amounts to be allowed for services or accommo- 
dation not provided, the reasonableness or otherwise of 
any charge or of any conditions as to packing of articles 
liable to be damaged or to cause damage, the articles and 
things that may be conveyed, the constitution of local joint 
committees and their functions and the centres at which 
they are to be established. 

. Litigants may appeal from the rates tribunal as they may 
appeal from the Railway and Canal Commission, but where an 
appeal lies the question will be determined, whether by the 
court of appeal or by the Court of Session, in accordance with 
the general rules made imder the Railways Act. 

The permanent members of the rates tribunal are 
appointed by His Majesty on the joint recommendation of 
the Lord Chancellor, the President of the Board of Trade, 
and the Minister of Transport. One must be a person of 
experience in commercial affairs, one a person of experience 
in railway business, and one, who shall be the president, 
must be an experienced lawyer. 

Canals. 

Tolls. — ^Like the railways, the canal companies were 
originally authorized by their special statutes to charge 
certain maximum Conveyance Rates and Terminals, and in 
addition were allowed to levy charges known as “ Tolls ’’ 
for the use of the Canal, including rates for conveyance 
and wharfage. 

Government Control. — The Government guarantee of net 
receipts to canal companies came into operation, in the case 
of the principal non-railway owned canals in England and 
Ireland, on 1st March, 1917, and ceased on 31st August, 
1920. 

Revised Bates. — ^The increases which have taken place 
in respect of a number of Canals and Inland Navigations 
have been directed individually, and are not covered by a 
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common notice such as those which issued by the 
Clearing House on behalf of the Railways. Soon after the 
creation of the Ministry of Transport forty-six inland navi- 
gations, of which seventeen were owned by railways, made 
application and were directed to increase their charges by 
amounts ranging from 100% to 150%. The increases 
directed applied to the rates, tolls, dues and charges in 
operation on the 31^^ July^ 1920, irrespective of whethei? 
these were up to the maximum or otherwise. 


Exercise 7. 

1. Write a short essay on the development of railway and 
canal transport in the United Kingdom. 

2. Why are railway and canal companies known as “ statu- 
tory ” or “ public utility ” companies ? State m general 
terms their statutory rights and obligations. 

3. Explain the nature and functions of (a) the Railway and 
Canal Commission, and (6) the Railway Clearing House. 

4. Why do traffic rates differ (a) for different kinds of 
merchandise, and (h) for different routes ? And to what 
extent does competition exist, or has it existed between the 
various railway companies ? 

5. How are railway and canal rates fixed ? 

6. Of what use is the Railway Classification of Goods, ai\d 
where may it be obtained ? Explain how a goods traffic rate 
may be cheeked. What is the meaning of the letters “ x,” 
“ y,” and “ z ” in the general classification ? 

7. (a) I take a parcel to the Great Western Railway 

Receiving Office for carriage to Wolverhampton. The clerk 
asks me whether I will have it forwarded O/R. or C/R. I 
enquire it there is any difference in the rate, and am told that 
the rate C/R. is bs, Sd., against Ss. 2d, O/R. I decide to 
forward it O/R. and sign a consignment note accordingly. 
What do C/R. and O/R. mean respectively, and why should 
I *be charged less in the one case than m the other. What is 
a consignment note, and why am I asked to sign one in this 
case ? , (S.A.cc.IT.) 

(b) There are several different forms of consignment note in 
use for general merchandise traffic. Describe their uses, and 
show exactly in what respect their conditions differ. 
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8 . Supposing that you had to semi a parcel of silver plate 

to a consignee some distance away, and that the only means 
at youi* disposal was the railway, what special precautions 
would you take when you handed the parcel to the railway 
company, and why ? (S.A.cc.IT.) 

9. State precisely (a) why some consignments are made by 
goods tram and some by passenger tram, and (b) what special 
rules apply to conveyance of goods by passenger train. 

10. What object may be served by bulking ” goods for 
conveyance by merchandise tram ? Give two examples. 

11. Describe the functions of (a) the Ministry of Transport, 
and (6) the Railway Rates Tribunal. 

12. Make out a statement of account rendered by the Dart 
Motor Co., Limited, of Bristol, to "Mr. John Jackson, High 
Street Garage, Exeter, for goods supplied as follows ; 

March 3, £17 6 8; March 14, £12 2 6 ; 

March 17, 3 14 2 ; March 26, 21 10 4. (D.C.C.II.) 

13. Referring to the preceding question, Mr. Jackson 
deducts March 17th item, the goods having been returned, 
and pays for the remainder by cheque on the Western Counties’ 
Bank, less 2i% discount. Draw the form of cheque. 

(D.C.C.II.) 

14. Write a letter as from the Dart Motor Co., Limited, 

acknowledging Mr. Jacltson’s cheque, and requesting that 
enquiries should be made about the goods returned, which the 
railway company has not delivered ; state that when they 
arrive m good condition a credit note and formal receipt shall 
be sent. (D.C.C.II.) 
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British Shipping. — ^What the locomotive has done on land 
the steamboat has effected by sea. As early as 1788 
attempts had been made in Scotland to propel a vessel by 
steam ; but the first effective steamboats were the Olermont, 
built by Pulton, an American, in 1807, and the Comety 
launched by Henry Bell, of Glasgow, in 1808. The new 
means of transit opened a new era in the history of nations 
and the possibilities of political life ; and to no country 
was the event of greater importance than to Great Britain, 
with her island colonies rising up in all parts of the world.^ 
It is not difficult to realize that Britain’s greatness is 
due to, and depends upon her command of the seas. 
Abundant natural resources in coal and iron have enabled 
her to construct and fuel a large fleet of merchant vessels, 
and whereas her insular position makes her dependent upon 
imports for food and raw materials, her minerals and manu- 
factures provide the necessary outward cargoes for return 
journeys. The following statement shows the tonnage of 
merchant ships of 100 tons gross and upwards belonging to 
the chief maritime nations in July, 1914, and July, 1920 : 

July, 1914 July, 1920 

(tons). (tons) 

United Kingdom (excluding British 

Overseas Possessions) - - - 19,256,766 18,330,424 

British Empire .... 21,045,049 20,582,652 

United States 5,368,194 16,049,289 

France 2,319,438 3,245,194 

Germany 6,459,296 672,677 

Italy 1,668,296 2,242,393 

Japan (excluding sailing vessels) - 1,708,386 2,995,878 

Netherlands 1,496,455 1,793,396 

Norway 2,504,722 2,219,388 

Bussia* 1,053,818 634,547 

Sweden 1,118,086 1,072,926 

World’s total - - . - 49,089,662 67,314,065 

^ An A\lvanced History of England^ by Cyril Ransome. 
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The extension«of the empire by conquest and colonisation 
has been a natural result of the development of Britain’s 
commerce with foreign lands, and has provided at the same 
time a firm basis for further activity. At the present time 
many foreign countries are almost as dependent upon 
British shipping as Britain itself. 

Sailing Ships. — ^Few new Sailing Ships are built nowadays, 
because the increased ej0S.ciency of steam vessels has made 
it difficult to obtain adequate rates of freight for slow and 
uncertain transport. Low speed, moreover, means small 
revenue to the owner on capital invested, as compared with 
the earning power of steamers making say three times as 
many voyages in the same time. 

Sailing vessels generally sail with fuU cargoes, as they are 
not so easily got in and out of port as steamers. They are 
preferred for the training of apprentices, who can obtain 
better positions with the Sqtmre Rigged Certificate than if 
they have had experience only in steamers. 

Motor Ships possess the advantage that their internal 
combustion engines take up less space than steam engines 
and boilers. Petroleum fuel also takes up less space than 
coal, and the filling of the oil tanks is more convenient and 
takes less time than bunkering. Many steam vessels use 
oil fuel instead of coal. 

Steam shipping may be divided into four main groups : 
Mail boats, cargo liners, tramp and coasting ships. 

Mail Packets. — ^The big mail boats are devoted mostly to 
postal and passenger service, speed and comfort being their 
outstanding features. The giant transatlantic steamers 
carry practically no cargo, and freight rates by the mail 
lines are so high as to exclude all but valuable goods. • 

Some of the biggest liner companies of the world are 
subsidized by their governments, who thereby encourage 
fast mail services, and secure a reserve fleet of merchant 
cruisers and transport ships for war. • 
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Cargo Liners are advertised by their owners to make 
regular sailings with passengers and cargo, between certain 
points, and touching at certain ports. They are commonly 
known as berth ships, because they sail from “berths ” or moor- 
ing places reserved for them at their regular ports of call. 

Cargo liners invariably sail as general ships, i,e. they are 
not hired by senders of goods by them ; they just load what 
they can at each port. “ First come is first served,” and 
goods sent down to the docks too late for shipment are 
“ shut out,” and have to wait for the next boat. 

The cargo business is more profitable than the passenger 
trafiSc, and regular shippers (i c. senders of goods) receive 
sailing cards from the various lines, showing probable dates 
of departure, agents* name and docks to which goods should 
be sent for shipment, and closing dates. 

The liner rates of freight are higher than those asked by 
shipowners who have not a regular service to maintain. 
On the other hand, shippers by the regular lines have the 
benefit of regular sailings and steady freight charges^ which 
are the same for everybody, and do not put any one shipper 
in a worse position than his competitors. 

If an exporter has a very large shipment to make (e g. a 
steam boiler, a locomotive, or say 500 tons of rails), he may 
obtain a special freight quotation, and make arrangements 
with the owners or their agents to reserve space for his goods. 

Tramp Steamers are so called because their owners send 
them wandering anywhere in the world that attractive 
freights may be offered. The development of telegraphic 
communication, and the establishment of reliable ship- 
brokers and agents at all principal ports of the world, have 
mq.de this class of business what it could never have become 
without such aids. From their offices in London or Liver- 
pool owners* are enabled to watch the freight market from 
day to day, receiving cable reports from their agents over- 
seas, and to place contracts and divert their steamers at a 
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tnoment’s notice. Tramps form probably three-quarters 
of the world’s shipping. They do not cater for passengers. 

Unlike the berth ships, tramp steamers have no fixed 
scale of freight charges. They occasionally sail with 
general cargoes, but their owners usually let them out on 
hire or “ charter,” either (a) to merchants, usually on 
“ voyage charter,” or (6) to other shipping companies, on 
“ time charter,” for use as tramps or to augment their 
regular services. Some firms, having no vessels of their 
own, run general cargo services with steamers they have 
hired in this way. 

The Regular Coastal Services are worked in the same way 
as other berth ships, and most of them take passengers too. 

General Cargo Traffic. — Since “ general ” ships are not 
hired by shippers, and their owners do not guarantee to 
take any goods for which they have no accommodation, 
there can be no contract between owner and shipper until 
the latter’s merchandise is on board the ship. The contract 
comes into being from the moment the goods are put on 
board, and is then embodied in a document called a 

Bill of Lading (B/L), which serves three distinct purposes, 
viz. : 

1 . Evidence of shipment ; 

2. A contract of Affreightment ; and 

3. A document of title to the goods. 

It is signed by the owners, or by their agents or ship- 
brokers at the port of shipment, or by the captain of the 
ship. 

The contract of affreightment holds good as between the 
owners and anyone who may become entitled to the bill of 
lading, not only the shippers. Different forms are used 
for trade with the Baltic, the Far Eaat, Australia, S. 
America, etc., but the conditions applying to each route 
are standardized to a great extent at Shipping Conferences, 
and adopted by most of the shipping companies . The clauses 
of the B/L® here reproduced (Fig. 6) should be carefully 
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read and understood, in conjunction with what was said 
on p. 165 regarding the shipowner’s liability at common 
law and under the Merchant Shipping Act, 1894. See 
also p. 227. 

If a consignee is named (as in the example), the consignee 
becomes entitled to the goods, subject, however, to the 
consignor’s right of stoppage in transitu^ Frequently Bs/L 

are made out “ unto Order ,” 

in which case the ownership of the goods remains the 

consignor’s for the time being, and he must endorse the 
bill before sending it out, to enable the consignee to get 
delivery. 

Anyone entitled to the goods may by endorsement 
authorize another person to use it. Endorsement may be 
In blank, consisting of the endorser’s signature only, or 

to Order, in which case the words : “ Deliver to order of 

Messrs. . . .” will precede the signature, and the transferee 
must himseM endorse to obtain delivery or to transfer it. 
The person entitled to the goods is always required to 
sign. 

' A B/L is a document of title, and it partakes of the nature of 
negotiable instruments ^ in that by assignment of the B/L : 

(1) the property in the goods passes to the consignee, subject 
only to the seller’s right of stoppage in transitu, and 

(2) the consignee acquires all rights of suit {e.g. to claim 
against the shipowners for short delivery, etc.) and liabilities 
{e.g. to pay freight due on arrival) as if the contract con- 
tained in the B/L had been made with himself. 

Moreover, when once the consignee has endorsed and 
delivered a bill of lading for value to a third party, who 
took it in good faith, the shipper’s right of stoppage in 
transitu is gone ; but a thief, or a person who found a B/L, 
could confer no rights in it to anyone. 

^ See Principles and Practiee of Business, p. 285. 

* See DittOt p. 241. g 
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Freight Rates. — ^When a liner company is asked to quote 
a rate of freight, the rate clerk consults the company’s 
tariff, which shows a varying scale of charges for each class 
of goods between various ports. British shipping companies 
classify goods for export into five classes : 1, 2, 3, 4, and 
Special. Class 1 is the highest of the first four, and the 
special class (including Acids, on deck, Cement, Coke, Ouna, 
Jetuellery, Quinine, Watches, etc.) is reserved for extra 
bulky goods, heavy lifts, dangerous, precious or other 
special goods taken only by special arrangement before 
shipment, and for which special rates are quoted. 

Heavy goods {e.g, plates, rails, etc.) are charged per 
ton deadweight (d/w), whereas lighter and more bulky mer- 
chandise is quoted for at a rate per ton measurement. For 
some goods the quotation is wt. or meast., ship’s option, which 
means that the shipowners reserve the right to reckon 
their charge either way — ^whichever may result more 
profitably to themselves. The measurement ton is usually 
40 c. ft. for steamer traffic. Thus : 6 Cases each 

5 ft. 0 in. X 3 ft. 4 in. X 2 ft. 6 in. 

weighing 1 ton 17 cwt. 3 qr. at 205. per ton wt. or meast., 
ship’s option, would be charged : 

On the measuiement 

92 J cub. ft. at 205. per 40 cub. ft. - - £2 1 3 

because 

On the deadweight 

1-17-3-0 at 205. per ton of 20 cwt. 
owners would only get - - - - 1 17 9 

, If the average bulk of the cargo does not exceed 40 c. ft. 
the steamer is weighed down approximately to load-line 
before the holds are full, and the owner can earn full 
freight for every ton of the ship’s d/w carrying capacity. 
But if all » goods were charged on the deadweight he 
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would stand to lose by the holds being filled up with 
light stuff. 

The measurement ton is usually 40 c. ft., but not always ; 
for sailing ships it is usually 50 c. ft. Even on the weight, the 
freight ton is not always 20 cwt. ; e.g, on the Karachi scale 
basis grain and seeds are charged for on a “ grading ” of 
from 13-18 cwt. Wheat is charged for per quarter of 380 lbs., 
Maize per quarter of 260 lbs., American cereals per bushel of 
60 lbs., Timber per Standard of 166 ft., etc. 

Usually freight quotations consist of a rate plus a per- 
centage of the rate, e.g, “ 67/6 per ton meast. plus 10%. ” 
The extra is known as primage, and was formerly considered 
either as a gratuity to the captain or a fee for the use of the 
ship’s tackle. It is now nothing more than a part of the 
freight. If the rate were quoted “67/6 per ton meast. 
plus 10% less 6%,” the deduction (amounting to half the 
primage) might represent discount allowed on payment of 
the freight, or a “ deferred rebate ” {q-v,). Or a deferred 
rebate might be allowed as well as discount. 

Shipping Rings. — ^Most European cargo lines combine in 
order to eliminate competition. Uniform bills of lading 
and rates of freight are agreed at Conferences, one for the 
Indian trade, another for the Australian, and so on. 
Members of the “ ring ” offer deferred rebates (payable 
quarterly or half-yearly) to shippers who undertake not to 
ship any goods over a certain route by “ outside ” steamers. 
When the rebate is due, a list of shipments with a declara- 
tion to this effect has to be signed by the shipper. Few are 
inclined to risk losing their rebate for the sake of an occa- 
sional offer by owners of a cheap vessel outside the 
ring. 

A secret rebate is nothing more than an exceptional rebate 
granted to particularly desirable shippers, but not offered 
to other merchants. 

Payment of Freight. — ^As a general rule freight; for goods 
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carried by British ships is payable at the home ports, 
exporters in this country paying freight in ddvance and 
importers paying it on arrival. However, the freight on 
outward cargoes is frequently payable on arrival, and all 
perishable goods have to pay freight in advance. 

Advanced freight is due on departure of the ship, and if 
not paid can be recovered by the owners, even if the ship 
is lost. If freight is payable on arrival, and the vessel is 
unable to complete her voyage, the shipowner is not 
entitled by English law to claim anjrthing. But in most 
foreign countries shippers must pay freight pro rata for 
the part of the distance completed. 

The Wharfinger. — ^At the home port the ship’s business 
is entrusted to the superintendent in charge of the ship- 
owner’s Dock Office, if there is one, or to a Wharfinger 
acting as the shipowner’s agent. The wharfinger’s main 
business is to attend to the discharging and loading of the 
company’s vessels, and see that the regulations are complied 
with. 

The Ship Broker. — In foreign ports the owners appoint 
agents called Ship Brokers to do the ship’s local business. 
The broker’s services extend to berthing and victualling 
the ship, engaging and paying the crew, arranging charters, 
and acting generally as agents for the owners in the ship’s 
business at the port. 

Discharging of Cargo. — On the arrival of a steamer at the 
berth, the wharfinger receives a copy of the ship’s Manifest 
or Cargo list, enters the contents in his Delivery Book, and 
arranges for the packages to be counted or “ tallied ” as 
they are discharged from the vessel. 

. Meanwhile the importer must present his B/L at the office 
of the shipping company, who have a particular lien on 
the goods named therein until freight or other charges due 
on arrival have been paid. On payment of the freight 
account the shipping company hand to the importer a 
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Telephone No 
Avenue 000 

Proprietors 
S. Weller 
P. Tupman 


MATE’S RECEIPT. 


SAM. WELLER & CO., 

Pickwick Buildings, Harp Lane, 

London, 192.... 

EC 3 


To the Chief Officer on board the 


.Docks. 


Received from. 

in good order and condition, the following packages, 

for shipment to 

ex Bafge 


hone No 
nue 000 

prietors 

Vbllfr 

Tupman 


SHIPPTNC NOTE. 

WELLER & CO., 

Pickwick Buildings, Harp Lane, 

London, 192. . 

E c 3. 


To the Chief Offk er on board the 


ENTS. 


Docks. 


Please receive from 

in good order and condition, the following packages, 

for shipment to 

ex Barge 

{8 I Nos I PaekiiKes Contents 


Chief Officer, 


Total 


Fig. 7.~Shipping Note anp Mate’s Receipt, 


M.T. 


0 
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iMllTwy Order addressed to the wharfinger, authorizing the 
latter to release the goods. 


THE ANONYME STEAMSHIP COY., LTD. 
To the Master Porter, 

Dock, 

Liverpool. 

Please deliver to M 

the following goods, ex s.s. “ ” at . 


Marks 

Nos 

Description ami ConU*iits of Packages 





The Anonyme Steamship Coy., Ltd., 
per > 


FiQ 8 — Shipping Company’s Delivery Order. 

If delivery is to be taken m barges or lighters the shipping 
company usually stamp on the back of the bill of lading 
a message called a Freight Release addressed to the chief 
officer in charge of the vessel. Then the released bill of 
lading, which takes the place of a D/0, is returned to the 
importer, who gives it to the Lightermen entrusted to take 
delivery over the ship’s side. 


London, 19... 

To the Chief Officer on board the s.s. “ ” 

from 

Please deliver the within mentioned goods, taking a receipt 
of Marks, Numbers, and Quantity as specified. 

All charges to Consignees’ account. 

Subject to safe arrival in Dock. 

The Anonyme Steamship Coy., Ltd., 
per 


Fig. 0. — Freight Relkabe. 
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So far as goods landed at the berth are concerned, 
importers apply to the Wharfinger for delivery of their 
goods. The Wharfinger grants delivery only in exchange 
for the released Bs/L or D/Os issued by the office, and it 
is his responsibility to see that no goods are released until 
they have been examined and passed by the Customs 
officers, as illegal delivery would render the shipping 
company liable to a heavy penalty. 

Lost Bill of Lading. — ^If a B/L should be lost, or the ship 
arrive before the documents, the shipping company will 
nevertheless deliver the goods, provided consignees give 
the company a letter indemnifying the company against any 
demands that may afterwards be made by any person 
presenting a B/L or otherwise claiming delivery of the goods. 
This letter of indemnity should be signed by the consignee’s 
bankers as surety. If surety is given on a separate sheet 
it must have a separate 6d. stamp, in addition to the 6d. 
stamp required for the indemnity. 

Shipment. — ^Merchandise to be loaded from the quayside 
may be addressed to the shipping company’s Dock Office, 
or to the Wharfinger in charge of the loading vessel, or to 
the Dock Company for conveyance to the dock and shed 
at which the loading ship is berthed. 

Goods arriving at the shod for shipment are checked 
with senders’ delivery notes [sliippiiig notes], on which the 
Wharfinger makes a special remark for any packages missing 
or damaged, entering the true particulars in his Shipping Book. 
From the particulars contained in the Shipping Book the 
Wharfinger prepares a Cargo Sheet, which is sent to the office 
to enable the shipping company to check the Bs/L before 
signing them. The Wharfinger has to see that all goods 
are properly marked, to arrange with the stevedore for the 
loading of the vessel, and to have the packages “ tallied ” 
as they are lowered into the ship’s holds. Any discrepancies 
are noted on the Cargo Sheet, e,g. : 

“ 6 C/s missing,” 

“ 2 b/s broken,” 

‘*12 C/s in dispute, will bo delivered if on board. 
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If the loading is to take place from lighters, the goods are 
entrusted to a Lighterage Company with a Shipping Note (S/N) 
addressed to the chief officer in charge of the ship, who signs 
a Mate’s Receipt (M/R) in acknowledgment of shipment In 
the example shown in Fig. 7 the S/N and M/R are printed 
together, one being a duplicate of the other. When the 
double document is presented, the chief olficer signs the M/R, 
tears it off and returns it to the lightermen If it contains 
any remarks regarding damaged or missing packages it 
is called a “ qualified ” or “ foul receipt ” Otherwise it is 
a “ clean receipt ” The signed mate’s receipt is handed to 
the shipping company in exchange for the signed bills of 
lading. 

Preparation of Bills of Lading. — The Bs/L are usually 
prepared by a clerk in the exporter’s office, who inserts the 
port marks and numbers of the cases or bales, etc., in the 
margin, and sometimes adds a calculation of the freight, 
though the latter is generally done by the shipping 
company. 

The B/L forms are obtained at a commercial stationers 
or at the office of the shipping company, and are usually 
prepared in three or four copies. All but one of the 
copies are embossed with the iSd. Inland Revenue stamp 
duty. 

The Bs/L are now taken to the shipping company’s office, 
together with the wharfinger’s receipt, or the mate’s receipt 
if there is one. Any remarks on the Cargo Sheet which the 
shipping company has received from the dock office, or 
on the mate’s receipt, are of course copied on to the B/L, 
which, like the M/R, will thus be either clean or qualified. 
The stamped Bs/L are then returned to the exporter duly 
signed, and the unstamped copy retained by the shipping 
company 

The shipper usually sends two stamped copies to con- 
signees, either (a) directly, say one by mail and another by 
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carrying steamer or perhaps 
by another mail route, or 
(d) indirectly, through the 
bank employed by the par- 
ties to pay for or collect the 
money for the documents.^ 

In due course shippers 
receive an invoice from the 
shipping company, called a 
Freight Account (Fig 10). 

Indemnity for Clean B/L — 

Where goods have not been 
put on board ir perfect 
condition, shippers may 
nevertheless get a clean bill 
of lading from the shipping 
company, by signing a letter 
of indemnity protecting the 
company against any claims 
the consignees may make 
against them. By this 
means shippers avoid the 
inconvenience that would 
result if the consignees re- 
fused to accept a qualified 
B/L, or if they made a heavy 
claim, the justice of which 
would be difficult to dispute 
from a distance. Having a 
clean bill of lading, con- 
signees will claim for any 
damage or short delivery 
against the shipping com- 
pany or their agent. 

Charter Traffic. — Whereas 
for general cargo traffic the 
Contract of Affreightment 

^ See chap. VI. 



Fig 10 — Freight Account 
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is embodied in a B/L and executed after shipment, where 
the shipper hires or “ charters ” a vessel or part of her the 
contract is contained in a 

It^avtev LONDON 19 

II is Ibis dap mitMllp aamd beneets 

tot and on behalf of the owner of the good Ship or Vessel called the 

of the owasurcment of lom, dead sveight or thereabouts, now 

and of Merchants. 

That the said Ship being tight, staunch and strong, and every way fitted for the Voyage, shall with all 
convenient speed, sail and proceed to 

or so near thereunto as she may safely get and there load from the Chartemra 
about 


I 


} 

t 


s 



•» 


i ^ 
li 

i i 


to be brought to and taken from alongside, free of risk and expense lo the ship, not exceeding 
what she can reasorubly stow and carry over and above her tackle, Apparel Provisions and Furniture 
and being so kisukd shall therewith proceed to 


or so fleer thereunto as she may safely get, and there deliver the same on being paid freight M 
iollows 


m full of all Port Charges and Pilotage (Tbs Act of God, psnli of the wa 6re on Mard i« hulli esr Crsfl 
nr on ihore barratry of Ihs Matter and Cr«* snemun. |»iratn and thtevat. arrwta and reslraints of prmces, rulers and 
people oollitionv (trendies and other aoudctitsof navigatwe cicrpled even when onauinned by nrxliaenee defeull or 
error in judemeni of Pilot Master Manner* or otbenervants of lb* Shipowners Not aaswerable (or any loss or 

demafe arising from caplorioiis bursting of boilers bmekagr el sbafU, or any latent lirfacts in the maebusery or hull 
not rrsulling from want of due dilixince by the Owners of the Ship or any of them nr l» iIm Ship ■ Huaband or 
Manafcr I Cbarterers oot aaswerable for any negligeaot default or error in rudgpianl of Trimmers or St e mdore* 
employed in landing or dmchargiiig the Cargo 

The ship has liberty to call at any ports in any order to sail without pilots to tow and assist vessels 
in distress and to desiate for the purponc of saving life or property The Captain to have an absolute 
lien on tbe cargo for all freight, dead freight and demurrage 
The Freight to be paid on unloading and right delivery of tbe Cargo 
To load as fast as Ship and/or silos will deliver 

The necessary cash for the Ship's ordinary disbursements to be advanced by Shippers at port of loading 
on usual terms days to be allowed the said Merchants 

(if the ship IS not sooner dispatched) for loadmg and discharging 

The Ship to addies to Charterers Agents at Port of discharge pnyrng romrauHon 

And days on Demurrage over and above tbe said laying days at Poundi per day 

Penalty for non performance of this Agreement estiinaled amount of Freight 

The Brokerage at per cent by the ship, on the amount of Fraight, Piimaga and 

Demurrage, is due on signmenl of this Charter Party and payable to 
Not liable for Strikes or oombioatioo of workmen 


IPflasBS ts Ike Ssgaatarv e/ 


U th$ Sffaatas* a/ 

MmsS W Twsia • Nms Urn tx S (Tai Omsnl sSpI 

FIG 11. — CHARTER PARTY. 

Charter Party (C/P), which may be executed long before 
the ship 01 ' cargo is ready. This document (Fig. 11) must 
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bear a 6d. I.R. stamp (adhesive or embossed), and is signed 
by (a) the charterer, and (6) the owner or his accredited 
agent, e.gr. the shipbroker arranging the business. 

A Voyage Charter may give the shipper the right to ship 
a full cargo (using all the cargo space) or part (e.gr. a 
deckload) or a certain quantity (say “ 900/1100 tons Oran 
to Garston Dock ”). 

The Freight may be charged in a lump-Bum, regardless 
of how much cargo can be got on board, or per ton, the latter 
arrangement being safer for the shipper if he does not know 
by experience exactly how much the ship is capable of 
carrying. On the other hand, if the ship is chartered on a 
per ton rate, and the shipper fails to fill her up, he may 
be called upon to pay dead freight to make up an agreed 
minimum load. 

Shippers arc allowed a certain number of lay-days for 
loading and unloading. They are charged demurrage if 
the ship is detained, but are entitled to a reward called 
dispatch money if they can get her away before the stipulated 
time. Time gained in unloading may be set off against 
time lost in loading, and vice versa. 

Where importers charter a whole vessel a bill of lading 
is not absolutely necessary, but it is found convenient to 
have one to record the quantity put on board, freight paid 
on account, captain's remarks, and generally to facilitate 
transfer of the goods. 

In a few cases a bill of lading is combined with the C/P 
in one document. 

Time Charters. — Whether a ship be hired for a voyage 
or for a period of time the owners usually retain control 
of the vessel, manning, victualling, bunkering and main- 
taining her. The owners also provide all necessary gear 
for handling cargo. If passengers are taken the charterers 
pay the owners a rate per passenger per diem. 

For a time charter freight is usually agreed upon at a 
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rate per ton of the d/w carrying capacity of the vessel, 
without regard to the quantity conveyed. 

The Freight Market. — Charter rates, unlike tariff rates, 
are a matter for separate bargaining, the charges being 
high or low according to the supply of and demand for 
tonnage in the market. The nature of the cargo is men- 
tioned in the voyage C/P, but this is practically immaterial 
to owners, and has no influence on rates. 

Freight Market Report from daily press : 

LONDON FllEIGHTS 

Th‘) River Plate section shows oiilv moderate interest in heavy Krain, 
and rates are supported w ith d ifflcultv Steamers up-river loadin r April 
are fpioted 32« (kf to XT K -Continent, with Mediterranean options at 
2« M extra, while clipped oats from llahia Blanca worth 35* prompt, 
with usual options Nitrate from the w est coast of South America mov(‘8 
off slowly, hut rat(‘S steady to ITnitcd St.ites and Europe Coals 
Northern StaU‘8 to Rotterdam timet at 9*3 75, French Atlantic 9*4 25 
to $4 50, Marseilles $5, West Italy $5 25 to $5 50, and Rio $5J per ton 
Timber dull and tendency of rates weak, w'hile there is no new feature 
respecting cotton, case oil, and general cargoes Bombay on dead-weight 
indicates 22« (W and Karachi scale basis 20« to TT K -Continent 
More distant ports attract but little notice, wiiile Australian grain 
rules steady at Cl a 3 m to U K -Continent April-Mav shlpment 
Mediterranean and Bay ports ciuietly steady for ore, wiiile fruit from 
South Spam moves off at 40« per 1 00 cubic feet i’lnie charter dull, with 
Os M the nearest value of fairly large steamers for six months’ trading 
Outw'ard coal markets generally unaltered, and, though a fair number 
of orders are in circulation for near Continental and Mediterranean 
ports, actual business is slow' to materialise 

Shipbrokers meet oxvners’ representatives on the shipping 
exchanges (the Baltic Exchange, in London), and arrange 
business as between owners and shippers Newspaper 
reports such as the above are prepared by jtiumalists who 
have access to the exchange and its members. 

Tariff rates, on the other hand, are agreed on at con- 
ferences, and are graded according to the general business 
maxim that valuable goods bear more freight than mer- 
chandise of low value, that precious or dangerous goods 
must be charged extra to cover risk, and that regular and 
important traffic should be encouraged by reasonable 
charges. 

Shortage of Tonnage. — It has been already explained that 
railway and canal rates are limited by Act of Parliament. 
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The companies are thus prevented from exploiting the 
public by unduly raising their charges when the demand 
for transport exceeds the supply. 

So long as shipping companies are free to charge whatever 
shippers will pay, a shortage of ships must inevitably result 
in big profits to owners to the detriment of trade. Enhanced 
freights alone increase the cost of goods — particularly raw 
materials and merchandise of low value per ton — but the 
evil does not rest there. A restriction of supplies provides 
opportunity for speculation, and causes prices to bound 
upwards to a degree that can only be limited by State 
interference for the protection of the consumer ^ 


Exercise 8. 

1. (a) What docjiunent, m the case of goods sent coastwise, 

takes the place of the consignment note used when goods are 
transported by railway ? Explain, as fully as you can, three 
purposes which this document fulfils. (S.A.cc.II.) 

(6) Is a bill of lading a negotiable instrument ? Give full 
reasons for your answer. 

2. (a) If a shipment arrives before the bill of lading, can 
the consignee obtain delivery without presenting the latter ? 
If so, how ? Will he require anyone else's help ? 

(C.I.S.Inter.) 

(6) How, and by whom, are Bs/L prepared ? 

3. Give reasons for the relative importance of sailing 
vessels, steam vessels and motor vessels. 

4. What IS the chfference between “ general cargo traffic ” 
and “ charter traffic ” ? 

6. How are (a) railway, (b) shipping, and (c) canal rates 
fixed ? (S.A.tpc.II.) 

6. Explain fully how liner and charter freights are calcu- 
lated. 

7 . What is a deferred rebate, and whom does it advantage *? 

8 . Messrs. James Brown & Co., a shipping finn of Cardiff, 
are asked by Messrs. Lupton and Hanley, of Swansea, for a 
freight quotation on 500 tons tin plates Newport to Genoa, 

’ See Principles and Practice of Business, p»^28. 
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and 10 tons tin ingots Newport to Bilbao, (a) Draft Jam^ 
Brown & Co.’s r^ly from the following notes, and (6) explain 
precisely where Genoa and Bilbao are situated : 

Quotations 500 tons tin plates Newport to Genoa, also 10 tons 
tin ingots Newport to Bilbao enclos^. Rates based on barge 
being alongside steamer (ss. “ Vortigern ”) on or before noon, 
25th inst. Goods must be suitably packed, as James Brown & 
Co. cannot undertake packing, which is merchants’ business. 
Quotation is offered for Messrs. Lupton & Hanley’s acceptance 
to-morrow, failing which it is withdl*awn. State of freight 
market is such that quotations only bold from day to day. 
No steamer leaving for these ports after “ Vortigern ” till 
s.s. “ Ribble ” on the let, and freight accommodation by that 
vessel is already exhausted. (S.A.cc.II.) 

9. What is a Charter-Party, and what is the difference 
between a voyage charter ajid a time charter ? Name a few of 
the conditions commonly met with m each. How does a 
merchant or shipowner proceed when he wishers to charter a 
vessel ? 

10. Explain: S/N, d/w ; dead freight; advanced freight, 
freight pro rata ; release ; lien. 

11. What is a mate’s receipt ? Is it possible to obtain a 
clean B/L after the issue of a qualified M/R ? 

(a) What effect have fluctuations m the cost of transit 
upon (a) prices, (6) the volume of trade ? (b.A.tpc.II.) 

(5) How does tonnage affect (a) prices, (6) supplies ? 

(S.A.tpc.II.) 



CHAPTER IX. 

INSURANCE 

Objects. — In a contract of Insurance the insurer under- 
takes, for a consideration called the premium, to indemnify 
the assured against pecuniary loss. The contract is con- 
tained in a document called a Policy, which in most cases 
must be stamped in accordance with scales of duty pre- 
scribed by the revenue laws. The premium is usually 
expressed as a percentage of the insured value. 

Since the insurance contract is one of indemnity, it follows 
that the assured must have a pecuniary in terns t in the property 
insured, and indeed m the absence of such Insurable Interest 
the policy is legally void ; it is a wager, not a contract of 
insurance. The sani© prmciple applies, subject to certain 
modifications, to Life Insurance. A policy on the life of a child 
or parent is not legally vahd unless the assured has an mterest 
in property dependent on the life of the child or parent ; but 
a woman has an insurable interest in the life of her husband, 
and a man in that of his wife, and any person may effect a 
policy of insurance on his or her own life, expressed to be for 
the benefit of such person’s wife, husband, children, or any of 
them. Similarly a creditor may insure the life of his debtor, 
but only to the extent of the debt. 

Where property is insured the measure of indemnity is 
usually limited to the actual extent of the loss sustained by 
the assured, and m Fire and Burglary policies a clause is usually 
inserted whereby the company 

“ may, at its option, reinstate or replace the property stolen, 
damaged or destroyed, or any part thereof, instead of paying 
the amount of the loss or damage.” ^ 

219 
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In Marine and Fire Insurance it is possible to effect a so-called 
VaJited Policy^ in which the value of the property is agreed 
beforehand (see p. 234). 

In the case of a Proprietory Office or Insurance Company 
the fund from which claims are paid consists of the capital 
of the company, augmented by the premiums paid by the 
assured. In Marine Insurance an insurer is commonly 
called an Underwriter ; and marine policies are underwritten 
by companies, or by Private Underwriters (see p. 221). 

A Mutual Office has no shareholders, and does not exist 
for the purpose of making a profit The capital of such 
societies has been subscribed in the first instance by the 
policy-holders ; profits are either distributed among the 
policy-holders in cash, or applied to reduce premiums. 

Friendly Societies differ from other forms of mutual in- 
surance in that the contributions of their members are 
voluntary, and their objects have been confined to such 
personal matters as relief in sickness, unemployment and 
shipwreck, death gratuities, endowment, and the insurance 
against fire of the members’ tools To obtain a proper 
status Friendly Societies must be registered, and they 
thereby become subject to the Friendly Societies Act, 1896, 
the Collecting Societies Act, 1896, and the Friendly Societies 
Acfc, 1908. All registered societies are supervised by a 
central office, having a chief registrar and assistant registrars, 
and their constitution and rules are approved by the 
central office and are enforceable Societies which contract 
to pay benefits exceeding certain amounts are not registered. 

A few Co-operative Insurance Societies ^ arc also in existence. 

In effect, insurance is always a form of mutual benefit, 
whether the insurer be an individual, a company or a 
society. From the amount received in premiums, the 
insurer pays claims and expenses, sets aside part of the 
surplus as a reserve, and retains or distributes the remainder 
as profit. 

Without insurance a man in a small way of business 
might be completely ruined by a single mishap, such as a 
fire at his premises, the loss of a ship by which he had 
^ See Irinciplea and PrcLctice of Business, chap. IX. 
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consigned goods, an accident to his workmen, embezzlement 
by one of his employees, etc. ; but all these and many 
other risks may be insured against. The risk is put on the 
insurance company or the “ underwriters,’’ and the insured 
charges the premiums against his regular trading expenses 
or against his profit on the transaction concerned. 

For the insurer the business would be sheer gambling 
if he risked all his capital on one venture at a time. He 
derives continuous revenue from the business by spreading 
out his risks on many different policies, so that if any of 
them results in a claim his resources will not be crippled. 

Development. — There is little doubt that Marine Insurance 
is the oldest form of insurance. It was cert/ainly practised 
in the Levant so far back as 1300 a d , and the Lombards 
are credited with having introduced it into this country 
at the beginning of the sixteenth century. 

Fire Insurance was first undertaken in 1680 by the Fire 
Office in London, which was a proprietary office. The 
first mutual office, known as the Amicable^ started in 1696. 

Life Assurance commenced in England in 1705 with the 
foundation of a mutual society called the Perpetual 
Assurance, and was first put on a scientific basis sixty years 
later, when Dr. Price prepared his “ Northampton Mortality 
Tables ” for the purpose of calculating premiums for 
different ages in accordance with the law of probabilities. 

All other kinds of insurance now in existence originated 
in the latter half of the nineteenth century. 

MARINE INSURANCE. 

Marine Insurance is nowadays carried on to an increasing 
extent by limited companies, but in this country most of it 
is still done by private underwriters who are members oi 
Lloyd’s. An Underwriter (U/W) is an insurer — a person 
who signs or underwrites a policy of insurance. The term 
is usually, but not exclusively, applied to insurers of Marine 
Risks. ^ 
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Lloyd’s is not an insurance company. It is an association 
of underwriters and others concerned in shipping and 
marine insurance business. 

The institution derives its name from a man named 
Edward Lloyd, who kept a coffee-house in Tower Street in 
the latter part of the seventeenth century. People used 
to meet to exchange business in the taverns and coffee- 
houses of old London, just as they do to this day in some 
of the smaller foreign ports, and Lloyd’s was a favourite 
render -vous for sea-captains and those engaged in shipping. 
Through his seafaring patrons Mr. Lloyd collected infor- 
mation about the movements of ships at foreign ports, and 
eventually his coffee-house became the regular resort of 
underwriters, who went for the sake of the shipping intelli- 
gence they got there. In 1692 Lloyd removed his business 
to the comer of Abchurch Lane and Lombard Street, and 
in 1696 published his shipping intelligence in a newspaper, 
called Lloyd’s News, — ^the forerunner of the present-day 
Lloyd’s List. Lloyd’s was by then much more than a coffee- 
house. It was a society and organized market-place. 
Ships and cargoes were sold there, and it was, as it is now, 
the centre of marine intelligence and insurance business. 
In 1774 Lloyd’s moved to the Royal Exchange, whore it 
still remains, and the association was incorporated by Act 
of Parliament (Lloyd’s Act), in 1871, by which control was 
officially vested in the committee. 

In addition to a large entrance fee and an annual subscription 
of twenty guineas, all underwriting members must deposit 
at least £6,000 to guarantee the due fulfilment of their obliga- 
tions, part of the work of the committee being to see that 
claims are satisfied and the good name of the institution 
jorotected. 

Lloyd’s shipping intelligence is now collected by telegraph 
from agents stationed in all parts of the globe. Lloyd’s 
List is published daily, and shows the movements of vessels 
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and casualties. The shipping intelligence columns of the 
daily papers are compiled from the same source ; the 
subjoined extracts are examples. 

SHIPPING INTELLIGENCE. 

ESSEX (Federal), for Liverpool, left Halifax Nov 17 
GAIK A (U C ), Kilindini for London, passwl Perim Nov 15 
GUILDFORD CASTLE (U C.), Bombay for Idverpool, arrived Gibraltar 
Nov 20 

HIGHLAND HEATHER (Nelson), for Liverpool, left Boulogne 
Nov 19 

HIGHLAND LOCH (Nelson), from London, arrived Montevideo 
Nov 18 

HIMALAYA (P and O ), from Alexandria, arrived Marseilles Nov 17 
4 p.m 

INABA MARU (N Y K ), London for Yokohama, arrived Port Said 
Nov 1.5 

INDARRA (Orient), for liOndon, left Gibraltar Nov 19 

CASUALTY REPORTS 
(FROM LLOYD’S ) 

Valentla Wireless Station, Jan 13 -Norwegian s Ontankda, New 
York for Vaksilal, Norway, abandoned on beam end.s in sinking eondi- 
tion on January 12, in lat 47 20 N , long 40 05 W All the crew taken 
olf by British s. Fanad Head, proceeding eastw'ard voyage 
Valentia Wireless Station, Jan 12 --British s Huanchaco with 
disabled British s British Peer, New Orleans for Barrow, m t.ow, 
in 49 49 North, 10 23 West, steering east true, speed six knots, 8 53 p in 
JiUter telegram from Valentia, Jan 13, states that s British Peer was 
reported by wireless at 9 2 p m yesterday 

Bermuda, Jan. 13 — American s Putnam, Alexandria for New York, 

185 miles east, asking for nsslstanee 


Lloyd’s Regrister is published annually, and contains in- 
formation relating to navy as well as mwchant ships. 
From it underwriters can see the nationality, owners, build, 
age, tonnage and ciaEsillcatloii of every vessel whose owners 
conform to Lloyd’s rules and which has been surveyed. 
Each vessel is classified as to seaworthiness as Ai, 90 Ai, 
or 80 Ai, the first being the best, and the last the worst 
class. The French Lloyd’s, Bureau Veritas, classify ships as 

I 3/3 M,” “ n 3/3 M,” or “III 3/3 M.” 

The Insurance Broker. — ^Lloyd’s underwriters have no 
direct dealings with the public ; they work through the 
medium of Lloyd’s Brokers. 

The services of a broker are not indispensable to effecting 
a marine insurance policy with an insurance company, but 
shippers comparatively seldom deal direct^ because the 
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broker’s knowledge of the insurance market enables him 
to secure, in the matter of charges, an advantage which 
more than pays for his services. The broker receives his 
brokerage (usually 5% of the gross premium) from the 
underwriters or the insurance company, not from the 
insured. Companies dealing direct with shippers quote 
as to the broker, say 5% and 10%, i e. 5% brokerage and 
a discount of 10% of the premium less brokerage. 

When giving instructions to a broker to effect an insurance 
the shipper should give a proper description of the goods, 
the name of the steamer, the voyage and the risks against 
which he wishes to insure, thus : 

Lrm<b>n, 6ih July, 19 . 

Messrs. J. Bullard & Co., Ltd., 

0 Leadeiihall Street, 

E C. 3. 

Dear Sirs, 

Please insure for us against all risks £110 value of 
15 reels Wired Rubber Hose marked and numbercHl : 

^"1 # 16/30 
DURBAN 

to be shipped for account of Messrs. K. Cumming & Co., of 
Durban, per s.s. “Kaffir” sailing from West India Dock on 
the 19th inst. 

Wo trust you can place this insurance for us at a rate not 
exceeding that charged on the last occasion. 

Yours faithfully. 

In the course of the day the broker proceeds to Lloyd’s 
in the Royal Exchange with the particulars of the proposed 
insurance on a separate piece of paper called a “ Slip.” 
At Lloyd’s the brokers offer their risks to the underwriters, 
who are seated around the underwriters’ room, and the 
slips are initialled by those underwriters with whom the 
broker arranges business. If a broker is not satisfied with 
the rate quoted by one underwriter, he proceeds to ask 
another for what charge he is prepared to take the risk. 
If the value is great the same slip may be initialled by a 
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number of underwriters, each of whom takes a “ line,” 
i.e. a part of the value. 

Having got the slips initialed the broker returns to his 
office, and sets his clerks to work writing out Covering: Notes 
for his customers, and preparing the policies for the under- 
writers to sign in due course. 

BROKER’S COVER NOTE. 


'3 V 

m 

■ini 

IIP 




11 Cornhill, 
London, ..1 19 

15 V 3 

On slip for aocoimt of . 

£ ... . at. . jier 

at and from . . ... 

on. . . . .... 

Clauses . . ... 

Underwriters 

For J. Bullabd & Co., Ltd. 

Director, 


Fig. 12 


The completed policy is endorsed by all the underwriters 
who have accepted the risk, each one signing his name 
opposite the value underwritten by him, in the following 


manner : 


£000 


( Daniel F Ellis 
Henry Brami 
A B MrBeath 
John Meyers 
Arnold P Daeul 
F Thomas 
A Stmne Forbes 
W de Kupper 
^Maurice L Howe 


Five twenty-sirths '' 
one twenty’s ixth 
three twenty-sixths 
two twenty-sixths 
one twenty-sixth 
one twenty-sixth 
Jire twenty-sixths 
four twenty-sixths 
four twenty-sixths j 


Six hdd pds 
of 

per J Bullard 


It should be clearly understood that, though the insurer 
is directly responsible to the assured for the payment of 
claims, the broker would be liable for any loss resulting 
from his own negligence in obeying the assured’s instruc- 
tions. 


M T 


P 
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The Cover Note ^ay simply take the form of a Debit 
Note, charging the assured with the premium and policy 
duty. If the assured does not employ a broker, he receives 
a cover note from the insurance company pending the 
preparation of a proper policy. 

In any legal proceeding reference may be made to a 
“ slip ” or “ covering note,” but the contract has no legal 
effect without the policy.^ In practice, however, the risk 
is covered as soon as the underwriters have initialed the 
broker’s “ Slip,” and the assured need have no anxiety 
about getting compensation if news is received of the loss 
of his property before the policy has been issued. 

The Policy. — ^Two forms of marine policy are here shovm. 
The first (Fig. 13) is the standard Lloyd’s PoUcy for marine 
risks, adopted by Lloyd’s Underwriters in 1779, on the 
basis of which all other policies are constructed , the second 
(Fig. 14) is a typical Company Policy, being a facsimile with 
imaginary names of one actually issued by a London 
insurance company. For the purpose of simplicity, Lloyd’s 
policy is here reproduced in blank form. The same form 
is applicable to an insurance of ship, cargo or freight, and 
it is commonly believed that the letters S G at the top of 
the margin stand for ‘‘Ship-Goods”; this is doubtful, 
however. 

In order to meet special requirements, the original 
wording may be modified by crossing out what is not 
wanted and writing supplementary clauses into the 
body of policy or attaching them to it on printed slips. 
Such additions override the original wording of the 
policy. 

In the margin and attached to the back of the policies 
reproduced here are a number of so-called “ Institute 
Warranties.” These are conditions drawn up from time to 
time by the Institute of London Underwriters. Many such 
conditions, known as “ special warranties,” constitute an 

1 Lord Ellenborough said in 1811: “The revenue laws 
forbid me tqlook at what is called a slip.” 
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undertaking on the part of the assured regarding the nature 
of the risk, as for example the following : 

“ Warranted not to enter the Baltic beyond 13 deg. E. long., 
or sail from a loading port between 1st October and Ist April.” 

“ Warranted not to sail with Indian Coal as cargo between 
1st March and 30th June.” 

A Special Warranty is a stipulation contained in a marine 
policy, upon the literal truth or fulfilment of which the 
validity of the entire contract is dependent 

Certain implied Warranties apply to any marine insurance 
contract. Briefly summarized, these imjilied warranties 
stipulate : 

( 1 ) Seaworthiness of the ve,‘3sel ; 

(2) No deviation ; and 

(3) Legality of the venture. 

In case of accident a breach of warranty invalidates the 
contract, whether it is the cause of the accident or nor. 

Stamp Duty. — The Inland Revenue for voyage PoUcies, on 
which the premium does not exceed 2/6 per £100, is one 
penny. If the rate exceeds 2/6% the duty is \d, for every 
£100, or part thereof, insured. For Time Policies, the rate 
per £100, or fraction of £100, insured is for any time not 
exceeding 6 months, or 6rf. for any time not exceeding 
12 months. 

_ Contract of Affreightment and Policy. — It is evident that 
goods conveyed by sea ought to be insured against those 
risks for which the shipowner cannot be held responsible 
according to the terms of the B/L or C/P, or m regard to 
which his liability is limited by law. 

With the law in its present state it would appear that the 
shipowner is entitled (in addition to enjoying the protection 
afforded by the common law and the Merchant Shipping Act) 
to contract himself free from every conceivable risk except that 
of loss arising from his own wilful misconduct. The whole 
question of the Limitation of Shipowners' Liability by Clauses* 
in the Bills of Lading was recently considered ^ by the Imperial 
Shipping Committee, w ho recommended the passing of uniform 
legislation throughout the empire which should precisely 

1 In 1021. • 
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establish the scope of the shipowner’s liability, and the mone- 
tary limits of that liability. 

A close examination of the clauses of the B /L here reproduced 
will show that the company in question remain liable in that 
particular case for 

(1 ) wrong delivery (provided the good-; are properly marked) ; 

(2) loss of market sustained by reason of the goods being 

overcarried ; 

(3) improper stowage or handling by the shipowners’ 

servants or agents of goods not specially excepted; 

(4) pilferage (unless otherwise agreed). 

But it is usual to find clauses in the contract of affreightment 
reducing or negativing the shipowner's liability m respect of 
Pilferage, Short Delivery, or other particular risk prevailing 
at the time, and the extent of the shipowner’s liability in 
certain events is sometimes restricted. 

Most Bs/L stipulate that all goods, immediately they are 
discharged from the steamer, shall be entirely at the risk of 
the consignees, and an additional clause is usually inserted 
to the effect that if the loading of the ship is, m the opinion 
of the master, likely to be interfered with by reason of labour 
disputes or congestion of traffic on docks, quays, railways or 
waterways or other causes, the ship shall be at liberty to 
discharge the goods already loaded and shall be under no 
further responsibility m respect of them. The shipowner, etc., 
may store the goods at the expense and risk of the owners 
thereof, but are under no obligation to do so. It is usually 
provided that where such events occur at or are likely to affect 
the Port of Discharge, the goods may be landed or put into 
lazaretto, hulk or lighter at any other availabh^ port, at the risk 
and expense' of the owners or consignees of the goods. 

In most cases the insurance broker knows better than the 
shipper the jhtfalls which must be avoided, and it is his 
business to protect his clients’ interests. It will be noticed 
that one of the “ Institute Cargo Clauses ” (No 7 at back of 
Fig 13) provides that the assured is not prejudiced by 
certain clauses contained in the bill of lading. 

Total Loss. — A loss may be either total or partial. Unless 
a different intention appears from the terms of the policy, 
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an insurance against total loss includes a constructive as 
well as an actual total loss. 

There is an actual total loss where the subject-matter 
insured is destroyed, or so damaged as to cease to be a 
thing of the kind insured, or where the assured is irre- 
trievably deprived of it : 

Where, for instance, a ship sinks in mid-ocean, or a deck- 
cargo IS washed overboard, or where a consignment of foodstuff 
IS rendered totally valueless through the incursion of sea water. 

An actual total loss may be presumed when a ship is 
missing, and after the lapse of a reasonable time no news 
of her has been received. Actually,' the “ reasonable time ’’ 
elapses when the vessel is ‘‘ posted at Lloyd’s. 

A constructive total loss occurs where the subject-matter 
insured is reasonably abandoned on account of its actual 
total loss appearing to be unavoidable, or because it could 
not be preserved from actual total loss without an expendi- 
ture which would exceed its value when the expenditure 
had been incurred. 

Thus, if a ship insured tor £80,000 stranded on a locky 
coast, and survoyom reported she could be floated and lepaired 
for £70,000, tlio owners could make no claim under an insurance 
against total loss. 

In order to effect a claim for constructive total loss, the 
assured must give the insurer Notice of Abandonment, 
entitling the insurer to take over whatever may remain 
of the property insured : e g. the wreck, or the damaged 
goods. 

Where the insurer pays for a total or for a partial loss, 
he is thereby entitled to all the rights and remedies of the 
assured in and in respect of the subject-matter so paid for, 
in so far as the assured has been indemnified. The trans- 
ference of these rights and properties to the underwriter is 
called “ Butorogatlon.” 

Particular Average. — “ A particular average loss is a 
partial loss of the subject-matter insured, caused by a peril 
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insured against, and wliich is not a general average loss ** 


Under jmrticular average are recoverable also so-called 
particular charges incurred in i)resei*ving the thing insured 
against damage, and Extra-Charges incurred when goods 
anive damaged, and which would not have to be paid if 
the goods had arrived sound. The insured is entitled to 
claim as extra charges any extra cost of handling damaged 
goods, survey fees, sale charges (where the goods are sold 
by auction solely in order to ascertain their damaged value), 
the cost of re-conditioning damaged bales of wool or cotton 
by a process known as picking,'* etc. 

General Average.— A general averagf^ (C/A) l(»ss is a loss 
caused by or directly consequential on a general average 
act. It includes a “ general average exi>enditure " as well as 
a “ general average sacrihee." There Ls a general average act, 
where any extraordinary sacritice or expenditure is volun- 
tarily and reasonably made or incurred in time of peril 
for the purpose of jireserving the jiroperty imiierilled in 
the common adventure. 

ExAMriiK. CrJA tSacnJivc . — Jettison ot cargo foj‘ the 
common safety is made good m general average, and damage 
done to a ship or cargo by water which gow ilown the ship’s 
hatches, opeiietl for the purpose of making a jettison for the 
coimnon safety ; damage done to a ship or caigo by water or 
otherwise iii extinguishing a fire on board the ship ; cutting 
away of masts or spars to avert disaster. 

General average expenses arc only those which arc deli- 
berately incurred in the attainment of safety. 

Example. — GjA Expenditure , — The cost of putting into 
a port of refuge, meludmg towage, pilotage, port dues, and the 
cost of discharging cargo if necessary to effect repairs. 

Where there is a general average loss, the party on whom 
it falls is entitled, subject to the conditions imposed 
by maritime law, to a rateable contributioxL from the other 
parties interested in the venture. 
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On arriving in port after the happening of a general 
average loss, it is incumbent on the master of the vessel 
to appoint professional experts, known as Average Adjustoni, 
to prepare the Average Statement showing the amount of 
the G/A contributions due. Subject to any stipulation in 
the contracts of affreightment, the adjustment has to be 
made in accordance with the law obtaining at the port of 
destination, or at the intermediate port if the voyage be 
broken up. The B/L or C/P may expressly stipulate that 
G/A contributions shall be payable in accordance with such 
foreign average statement (f.o.a. = foreign general average), 
or that G/A shall be adjusted in the United Kingdom and 
in accordance with the York- Antwerp (y/a) Rules ^ In 
principle the shipcjwner has a lien on the cargo for the 
contributions due in respect of G/A, and it is his duty to 
demand from consignees a G/A Deposit, or a Bond engaging 
to pay such amount as may be found to be due, before 
releasing the goods to them. As, however, all interests are 
usually insured, the shipowner frequently releases the goods 
on the guarantee of the underwriters that the contributions 
will be paid. If the loss has arisen from a peril insured 
against, the shipowners or merchants receive compensation 
under their policies, and it remains for the various under- 
writers concerned in the voyage to settle the matter of 
contributions between themselves. 

Salvage. — For purposes of marine insurance. Salvage 
Charges are those charges which are recoverable under 
maritime law by a salvor, independently of contracty for 
assistance in averting a peril insured against. Salvage 
charges may be recovered under the policy as a loss by 
those perils. 

The Memorandum. — As it stands, Lloyd’s Policy covers 
the risk of particular average, except as provided in the 
postscript beginning “ N.B, — Corn, Fish, Salt,'' etc., called 
the ‘‘ Memorandum.” 

The effect of the first part of the memorandum is to free 
the underwriters from any claim, however great, for partial 

^ A set of international rules on the qiu^stion of average 
adopted at conferences held at Antwerp in 1887, and at 
Liverpool in 18t0. • 
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loss of goods named therein, except a general average loss, or 
unless the ship he stranded at any time during the venture. 
The second and third parts exclude such claims in respect of 
the subject-matter to which they refer, if amounting to less 
than a certain percentage known as the “ Franchise.” Under 
Lloyd’s Policy, a loss exceeding the specified value is paid 
in full, whereas in most foreign policies the franchise is 
complete, inasmuch as it is entirely free from indemnity 
for average as provided in the clause. 

In order to mitigate the harshness of this clause, whore 
it is applied to valuable shipments, 5 or 3 prr cent of w hich 
would amount to a considerable sum, an additional clause 
may be added to the jiolicy whereby the insurers undertake 
to pay particular average on each package, or series of 
(say) ten packages numbered consecutively as shown in 
the Landing A/c, if amounting to 3% of the package or 
series. The marginal and 8])eeial conditions shown on p. 356 
should be carefully sturlied in this connection. 

Risks Insured or Excepted. — Nearly all marine policies 
cover the risk of the insured having to jiay general avcTage 
contributions, but it is a common practice to exclude 
particular average. 

F.A.A. means “ free of all average,” a term which is 
applied to a marine insurance from which both general 
and particular average are excluded 

F.P.A. means free of particular average.” Where the 
subject-matter is insured warranted free from particular 
average, the assured cannot recover for a loss of part, other 
than a loss incurred by a general average sacrifice. 

W.A. and w.p.A. mean respectively “ with average ” and 
“•with particular average.” The premium on a W.A. 
policy is naturally higher than that charged for an F.P.A. 
insurance, and in certain cases — such as a deckload of baled 
produce for instance — where the risk of damage almost 
amounts tef a certainty, it is usual to exclude particular 
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average. On the other hand, a shipper of damageable 
manufactured goods, such as textiles or cutlery, may effect 
an economy by the use of strong, watertight packing, for 
goods packed in metal-lined cases are obviously less exposed 
to damage than goods packed in bales or ordinary wooden 
cases, and the w.p.a. premium is correspondingly lower. 
Indeed, a metallic lining, which effectually protects the con- 
tents against damp (though it is not much protection against 
heat), may be considered sufficient to warrant the shipper 
insuring f.p.a. and running the risk of damage. Whether 
such a course will effect an economy or not deiiends upon 
the relative charges and packing costs : 


Compare 


W.A* Prenuuui 
plus 

Ordy. Bales or Wooden 
Cases. 


F.P A. Prenmini 
plus 

Tin or Zinc-hiied Cases 
less 

I^roceeds Iroiii sale at 
destination of metallic 
lining, if zinc. (Old sheet 
tinned-iron is practically 
unsaleable.) 


F.c. & s. means ‘‘ free of capture and seizure.” This 
clause (see ” Institute Warranties,” attached to policies 
here shown) is included in time of war, when an additional 
premium is usually charged for 

War Risk (see policy). 

R. & c.c. denotes “ Riots and Civil Commotions ” (see 
“ Institute Warranties ”). 

A.A.R. stands for “ against all risks,” including war and 
all other risks against which it may be necessary to insure 
in view of the terms of the B/L : e,g. Pilferage and Short 
Delivery. 


Assignment. — The Marine Insurance Act, 1906, states 
that “ a marine insurance policy may be assigned by 
endorsement or any other customary manndr.” Where 
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a marine insurance policy has been assigned so as to pass 
the beneficial interest in it, the assignee is entitled to sue 
thereon in his own name ; and the defendent is entitled 
to make any defence arising out of the contract which he 
would have been entitled to make if the action had been 
brought in the name of the i)erson by or on behalf of whom 
the policy was effected. 

Claims. — In the event of a total loss of goods, the under- 
writers require the claimant to produce the Invoice and 
Bills of Lading, and possibly also a Declaration from the 
shipping company certifying that the goods were actually 
on board. 

But if the goods are partially lost or are damaged, the 
underwriters require evidence. of the exttmt of the loss or 
depreciation. In the case of manufactured goods, invoices 
and accounts may be produced as evidence, or the doss or 
depreciation may bo certified by a Surveyor. Damage to 
imported produce is first certified on landing by the Sur- 
veying Officer to the dock company, and the extent of the 
damage subsequently declared by a broker, who gives a 
certificate stating the sound and damaged values of the 
packages in respect of which tlic claim is made. After sale 
the loss may be shown by comparison of the prices per lb. 
realized by the sale of the sound and damaged bales respect- 
tively. Sometimes the warehouse company’s certificate is 
sufficient (as in the case of wool). 

Measure of Indemnity. — ^The sum which the assured may 
recover in respect of a loss on a policy by which ho is 
insured is called the “ measure of indemnity,” and is 
determinecl, in the case of cargo or freight, not only by 
the extent of the loss ; reference is also made (a) where the 
policy is a Valued Policy, to the sum fixed by the policy, 
or (6) if the policy is an Unvalued Policy, to the “ Insarabla 
Value.” The “insurable value” of goods is the prime cost 
plus exiienses incidental to shipping and the charges of 
insurance oA the whole. 



IX 


INSURANCE 


236 


The measure of indemnity for Total Loss of Ship, Cargo 
or PVeight, is the sum fixed by the policy or the insurable 
value, according to whether the policy is valued or unvalued. 

In the case of Partial Loss of Goods or Freight, the sum 
recoverable under P/A is proportional to the sum fixed by 
the policy or the insurable value (as the case may be). In 
particular, where goods have been delivered damaged at 
their destination, the assured is entitled to claim such 
proportion of the sum fixed by the policy, or of the insur- 
able value, as the dijference between the gross sound and 
damaged values at the place of arrival bears to the gross 
sound value. 

No allowance is made for sale charges, nor, in the case 
of goods customarily sold “ in bond,'’ for duty. 

Example. 

At public auction a sliipineiit realizch : 


Gross proceeds - - - • £140 

Less Sale charges - - - 20 

Net - - - £120 

If uiidainaged, the goods would lia\e realized : 

Gross proceeds - - - - £200 

Less Sale charges - - - 20 

Net - - £180 

Loss = £60. 


Depreciation — tlu* difference between £200 and £140 
— iHl) the sound value : 

(Not the difference between £180 and £120 

= ,% or 33^%.) 

Recoverable in P/A . 30 of the insured value or of the 
insurable value, as the case may be. 

Floating Policies. — A floating or “ open ” policy of marine 
insurance is one which is made to extend over a senes 
of cargo shipments. The particular vessels and the values 
of each separate shipment are not specified in such a 
policy, but are left “ open ” until the shipments are made, 
when the sliipper is bound to declare them. • 
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Thus, a regular shipper of goods to Australia finds it more 
convenient to effect a floating policy for a round sum embrac- 
ing a niunber of shipments, rather than to take out a separate 
policy for each. Tho “ floater ” might include say “ £10,000 
General INIerchandioe at and from any ]^oi*t or ports m the 
Unitcnl Kingdom to any port or ports in Victoria or Queens- 
land.” 

The value and description of each shipment is c'iidorsed 
on the policy, until the lump sum is exhausted, when a 
new policy is effected. If any undeclared balance remains, 
a proportionate allowance — known as “ short interest ” — is 
made off the premium, and either returned to the asiiiMred 
or deducted from the premium payable on the next policy. 

Floatmg policies save trouble, risk and exfiense. As 
each shipment is made, the assured has only to notify the 
broker who arranged the policy . 

** Please d<*clare off Open Policy No. 11114, dated 14th July, 
19 : £870 Motor Paits, Loiuloii to Hrihbaue per s.s. Croesiut, 

mailing from Royal Albert Docks on the 19th mst., leaving 
a balance undeclaied of £9,130.” 

If the assured should forget to declart* a shipment, and 
the vessel be lout, he would not be t»'^‘vented from claim- 
ing ; and the floater saves him the trouble and expense of 
effecting scjiarate insurances for each shipment, and pre- 
paring a number of separate policies Any wilful conceal- 
ment by the a.ssured with intent to make the policy last 
longer would be punishable as fraud, and would of course 
invalidate the policy. 

Wager Policies. — A policy in which the assured has no 
insurable mterest is known as a “ wager policy ” or Honour 
Policy. Such a policy is of no legal effect, but an under- 
writer who has agreed to become a party to it would not 
fail to meet his obligation under it, provided the true 
nature of the transaction had been explained to him. The 
motive of the agreement may be expressed in the words : 
“ Interest or no interest,’’ “ P.P.l.” (i>olicy proof of interest), 
“ Profit on dfiO b/s wool,” etc. 
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Doable Insurance. — ^Where two or more policies are 
effected on the same adventure or interest, and the sum 
insured exceeds the indemnity allowed by law, the assured 
may claim payment from the insurers in such order as he 
may think fit, but he must give credit for any sum received 
by him under any other policy. If he receives any sum in 
excess of the indemnity allowed by law, he is deemed to 
hold it in trust for the insurers according to their right of 
contributions among themselves. 

Re«Insnranoe. — An underwriter who has accepted a 
risk greater than he thinks prudent to retain may re-insure 
the whole or part of it with another underwriter. The 
re-insurance policy contains a declaration that it is a 
re-insurance contract, “ subject, to the same clauses and 
conditions as are included in the original policy and to 
pay as paid thereon ” 

Re-insurances commonly occur in connection with overdue 
vessels, or vessels reported on fire or stranded Reports such 
as the following are published regularly in the principal daily 
newspapers : 

JIK-INSUUANCE MARKET 

So far UM could be u'^c^rtained the followiiiK rates ^\e^e home paid or quoted 
jest^^rday at ljlo\d’s This list is not official 


Vesmd 

C\PK Horn (x r ) 
West Imhoden - 
Erinpcra - 
Kentioky - 


* West Inibodfii lia'< iMssed Old Head ot KinsaU* 

The Spanish sWainer Olavarna^ wlmii >\a8 report'd in distress 10 davs after 
leaviiiK Tampa for Sanhindei, lias arrived at her destination Ten per cent, 
had been (|uoted for re-insurance Salvors arc still hopetiil of refloating the 
Ennpura, and, ai cording to the latest telegrams, altliough the ertws Ininkers are 
flooded, the luilkheads are apparently tigiit The \essel, which represents a 
value of considerably o\er £‘200,000, now stands on tin* 0\erdue Market at 55 
guineas per cent 

The premium for re-insurance of a ship which is already 
a casualty may naturally be expected to be high, but'an 
underwriter who has insured such a vessel may justly prefer 
to “ cut his loss,” by paying down a premium of 50% or 
more, to retaining the risk of having to pay the full amount 
if the vessel becomes a total loss. 


Vo^age and (’asuAlt\ 

Antofogusta, .luh 3, tor Bordeaux Lett 
IquhiucJuh 1.1 

Ualveston, Jan I, for Lucrimol Tnlat 50 53 
N , long 14 53 W Cargo on tire 
Aden, June 14, tor Port Said Ashore Muslu^- 
jera, near (Jreat Hanish Island, Hed Sea 
(’oiienhagen and the r\ ne. Dee 20, tor Boston , 
nsliore Skirsa Head, Caithness 


Guineas 
per cent 


20 


50 

40 
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Exercise 9. 

1 . How is insurance connected with commerce ? (S.A.tpc.L) 

2 . (a) What is Lloyd’s ? 

(6) What is meant by describing a vessel “ A1 at Lloyd’s ? 

(S.A.tpc.II.) 

3. Describe the purpose of the “ insurance slip ” and 
“ covering note.’' Is such a memorandum as good as a full 
policy ? And what are the functions and responsibilities of 
the marine insurance broker ? 

4 . (a) To what stamp duties are marine insurance policies 
subject ? 

(6) Explain the term “ Warranty ” as applied to marine 
policies, and mention examples. 

5. Show m what respects a marine insurance policy is 

complementary to a bill of lading ; state for what losses a 
shipowner cannot ev ade liability ; and define the extent of his 
liability. (N.U.T.tpc.Inter.) 

6. Explain : Subrogation ; Particular charges ; G /A Loss ; 
G/A Adjustment ; Salvage. 

7. What risks are usually covered by a policy of marine 

insurance ? ‘ ‘ (S.A.tpc.TII.) 

8 . What considerations might detemnne a shipper whether 
to insure F,A. or F.P.A. ? And in what manner, and by 
whom IS compensation obtained from the underwTiters ? 

9. What measure of indemnity is recoverable by a merchant 
in the event of (a) total loss, (b) partial loss of goods insured 
under a marine policy ? How is a marine policy assignable ? 

10. How many copies of a bill of lading are usual ? How 
many are stamped ? What are the usual provisions of a B/L 
relating to cost of storage due to labour (li8turbane(*8 ? 

(N.U.T.tpc.TT.) 

11. W'^hat is a floating policy of marine insuranc(» ? 

(N.IT.T.tpe.Tnter.) 

12. Explain : Double Insurance ; Overdue Market ; Fran- 
chise ; Mutual Office ; Proprietary office. 

13 . Write a letter in proper form containing the following 

information : A large consignment of fancy goods received 
from Paris by a Manchester warehouseman has been partially 
damaged through transit, some damage being caused by the 
railway company, and some by sea water ; the letter should 
describe the damage, and ask the exporter what steps he 
proposes to take. (U.L.C.<JC.4.) 

14 . Write ^ letter declaring a shipment off open policy. 



CHAPTER X. 

DOCKS AND CUSTOMS. 

Customs and Excise Duties. — The principal sources from 
which the State derives Revenue are, in order of importance : 
Property and Income Tax, Excise Duties, Customs Duties, 
and Estate Duties. Added together these four items 
amount in value to about three-fourths of the total revenue. 
Property and Income Tax and Estate Duties are included 
in the category known as direct taxation, being collected 
directly from the taxpayer or his estate. Customs and 
excise duties are forms of indirect taxation ; the consumer 
of dutiable goods is charged the duty indirectly, through 
the merchant or producer, and pays it in the price of the 
goods he buys. 

Customs Dutte.^ are taxes imposed on certain goods 
imported into this country. Import duties are levied on Beer 
and Ale ; Chicory, Cider and Perry ; Cocoa ; Coffee ; Currants, 
Figs, Plums, Primes and Raisins, dried or otherwise preserved 
without Sugar ; Spirits, Liqueurs, etc., and Perfumery con- 
taining spirit, sugar, glucose, molasses, saccharin, and articles 
containing sugar, e.g. fruit preserved in sugar, marmalade, and 
sweetened condensed milk ; Tea ; Wine ; Tobacco ; Chloral 
hydrate. Chloroform, Collodion, Ether, Ethyl ; Motor Spirit ; 
Playing Cards. Ad 'valorem (that is, according to vahie) import 
duties are levied on Motor Cars, Motor Cycles and Tricars ; 
Matches and Lighters ; Musical Instruments ; other articles 
defined by the Board of Trade under the authority of the 
Safeguarding of Industries Act, 1921. ^ 

239 
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Excise includes (a) Excise duties administered by the Board 
of Customs and Excise, (b) Licences issued by the local autho- 
rities to sell Liquor and Tobacco, and Carriage, Dog, Game and 
Gun licences, and (c) Stamp Duties administered by the Board 
of Inland Revenue. Excise duties are chargeable on Bc^r, 
Chicory, Cider and Perry, Glucose, Lighters, Matches, Patent 
Medicines, Playing Cards, Saccharin, Snuff, Spirits, Sugar, 
Table Waters containing any sweetening material, and 
Tobacco. 

The British Customs Tariff conforms in the main, but 
not entirely, to the principle of Free Trade, for which 
Sir Richard Cobden and John Bright agitated and which 
was established in 1841 J> by the (bnservative Government 
of which Sir Robert Peel was Prime Minister Its object 
was to produce revenue from import duties, without inter- 
fering with the competition of foreign producers, w'ho, in 
selling dutiable goods in our home market, must naturally 
include in the prices they ask the amount of the duty that 
has to be paid to the customs 

Specific Dities.— Tii eonforiiiit> v\jth this principle British 
import duties are lev'ied (a) on goods not produced in this 
country, such as Cocoa, Coffee, ('urrants, Haisins, and Tea ; 
and (b) m the case of eertain other goods, such as Boor, Spirits, 
Sugar, and PlaMiig Cards, the influenee of tlu' tax on com- 
petition betw^een home and foreign produ(*(»rs is countervailed 
by corresponding Excise Dutiew levied on the same com- 
modities produced here All the coinmoditi(*s mentioned 
above* are subject to Sjyecific Duties^ t.c. duties which are 
chargeable on the quantity. For tla* assossnamt of duty, 
the goods are weighed, measured or gauged by the Customs 
Authorities, not b> the d()ck company or iho importer. 

Ad Valorem Duties. In 1016 an import duty w^as 
levie<l on certain manufactured articles of luxury, with no 
hountervailing excise duty. This import duty applies to 
Clocks, Watches, Mechanically projwdled Road Vehicles (not 
including cominercial vehicles). Musical Instruments, and 
component parts or accessories to such articles. The rate 
IS 33J% (Preferential rate two-thirds of full rate). 
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Most foreign countries, including the British colonies, 
apply import duties to the protection of home industries 
(by increasing the price of foreign products by the amount 
of the duty), as well as to the raising of revenue. Particu- 
larly high ProteotiTe Taxiflta are in force in the United States, 
Canada, France and Germany. The principle was revived 
in this country, after eighty years of free trade, by the 
passing of the Safeguarding of Industries Act, 1921. 

British Protective Duties. — ^The first ad val, duties, 
introduced during the war of 1914-18, were not intended as a 
protective measure ; they were imposed in order to save 
shipping space for essential supplies, and discourage expendi- 
ture abroad on commodities that could be dispensed with, 
or pay the tax without weakening the economic condition of 
the country. But after the war lower rates of duty (specified 
in the official list m the column headed “ Preferential ”) were 
introduced in favour of all dutiable goods imported from the 
Britisli Colonies, and in 1921 the Safeguarding of Industries 
Act dealt a heavy blow to free trade in this country. 

The first part of the Act refers to the Safeguarding of 
Key Industries, and provides that a customs duty of 3«S^% 
ad txdorem shall be paid on imported goods of certain general 
descriptions set out in the schedule, not being goods consigned 
from and grown, produced or manufactured, in the British 
Empire. No definition ^of “ Key Industries ” is given, but 
the term is commonly used to denote those industries which 
are concerned in the production of articles essential to manu- 
facture. The schedule at the end of the Act includes optical, 
laboratory, and other scientific instruments and eqmpment, 
magnetos, arc-lamp carbons, hosiery latch needles, tungsten, 
and certain chemicals. The Board of Trade issues lists 
(obtainable at His Majesty’s Stationery Office) defining the 
articles which are to be taken as falling under these general 
descriptions. 

The second part of the Act has for its object the so-called 
Prevention of Dumping, and provides for the imposition 
of a duty on any goods other than €u*ticles of food or drink 
manufactured in a country outside the United Kingdom, where 
it can be showm that such goods are offered for sale in the U.K. 
at prices below the cost of production, or at pric^ which by 

M.T. Q 
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reason of depreciation in the value in relation to sterling of the 
currency of the country of manufacture, are below the prices 
at which similar goods can be profitably manufactured in the 
United Kingdom. Complaints regarding “ dumping ” are 
received by the Board of Trade, but orders for the imposition 
of duty require the approval by resolution of the House of 
Commons. 

The basis for the assessment of all ad valorem import 
duties is the c.i.f. value (p. 320), or, if the goods are im- 
ported for sale on consignment, then the latest market value. 

Dumping may be defined as the practice of manufacturers 
of one country selling in a foreign market cheaper than at 
home. In times of trade depression, when a factory is not 
working up to full capacity, a maniifac*turer may be reluc- 
tant to reduce prices at home for fear of spoiling the market 
for his whole output ; but in selling to foreign markets 
he does not need to be so scrupulous, esi^^cially where the 
price of the article in the country to A\hich he is selling is 
already increased by the imposition of an import duty. 
Apart from the abnormal conditions (Teated by depreciated 
exchanges, circumstances may arise under which a manu- 
facturer in on<‘ country may deliberately sell to other 
countries at ])rices below the total cost of production, although 
of course such action indicates an unhealthy state of 
trade, and would not lie jirofitable as a permanent 
business policy unless the producer were assisted by a 
State bounty. 

Dumping may occur where much capital has been 
invested in an industry to buy expensive equipment which, 
in times of bad trade, should be used even though only a 
slight margin may result towards payment of interest and 
maintenance. It may even bo advisable to sell for a time 
at no more than Prime Cost,^ i.e. the extra cost involved in 
producing an additional quantity without any allowance 
being made for fixed establishment charges, as where for 
instance a large amount of labour has been secured, which 
must be retained during a depression for times 6f greater 
prosperity, or where it is necessary to resist the invasion 
of a market by price-cutting competitors. 

* Sec Principles and Practice of Business ^ p. 143. 
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Bounties. — Certain Continental industries (e.g, the pro- 
duction of beet sugar) have been encouraged by State 
premiums known as Bounties, paid to exporters. No 
bounties are awarded by the British Government. 

The Custom House. — The activities of His Majesty’s 
Customs are of two categories : (i) Revenue functions, and 
(ii) Non-Revenue functions. The Revenue functions con- 
sist of : 

1 . Collecting Import Duties (there are no export duties in 
the British tariff). 

The Non-Revenue activities include : 

2 Collecting Statistics of imports and exports for the 
Board of Trade 

3. Enforcing certain Government measures : e g. the 

stoppage of goods infringing the Merchandise Marks 
Acts, or Copyright, or of improper literature, lottery 
advertisements, etc , and the control of goods to 
which Import or Export restrictions are applicable. 

4, Assisting the State and the Port Authorities in 

(a) the enforcement of Health Regulations ; 

(b) the collection of Tonnage Dues (for the use of the 

port) , 

(c) the collection of Light Dues (for maintenance of 

buoys and lighthouses by Trmity House) ; 

(d) the enforcement of Board of Trade Regulations, 

regarding the engagement and payment of 
Crew, and the safety of the ship as shown by 
the load-line or “ Plimsoll mark.” 

Special formalities apply to : 

(a) Ships. (1) Entry and Clearance Inwards ; 

(2) „ „ Outwards ; and 

(b) Cargoes. (1) Importation of Free Goods ; 

(2) „ „ Dutiable Goods ; 

(3) Exportation of Free Goods ; 

(4) „ „ Dutiable Goods “under 

Bond ” — ^for exemption from duty, or 
on drawback. 
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CLEARANCE OF SHIPS. 

Health Regulations. — Any vessel arriving from overseas 
off a British port must be boarded by a Health oMcer and 
obtain from him a clean Bm of Health before she is 
allowed Pratique^ i.e, permission to communicate with the 
shore. This does not apply to coasting or channel 
steamers. 

The health officer inquires whether the captain got pratique 
at the last port of call, and whether there have been any cases 
of cholera, yellow fever or other contagious diseases on board. 
If the replies are not satisfactory, any infected persons are 
removed to an isolation hospital on shore, and the vessel is put 
in quarantine ; the holds and cabins are fumigated, and all 
necessary precautions taken. While in quarantine the vessel 
flies a yellow flag ^ to warn boats from the shore not to 
approach. 

The Report. — A Customs Preventive Officer then inspects 
a list of the cargo, and all dutiable stores are put under seal 
until the ship is ready to sail again. 

Peissengers* luggage is removed to the Custom House for 
inspection, and if any refuse to pay duty the goods are put 
into the King’s Warehouse, and, if not claimed within a certain 
time, sold by auction, the proceeds going to the State. 

The captain must at once proceed to the ship broker’s 
or agent’s office and ‘‘ report.” The report (Fig. 16) is 
written out by the agent on a special form obtained from 
the C.H., and in the presence of the captain. The captain 
may appoint one of his officers to report for him. 

The report is given a Eotation Number (say 1447/1922J, 
which is inserted on every Customs document used in 
respect of the ship and cargo until the ship sails out again. 
Each ship arriving at the port is given a consecutive number 
from the 1st January of each year. 

' The fetter Q of the International code of signals. 
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Pio. 16 .— Customs Report Form. 


Tonnage Dues are levied by the port authorities on all 
vessels arriving from or leaving for an overseas port. The 
toll is reckoned in pence per ton of the ship's ^tonnage (as 
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ascertained from the Ship’s Register kept by the captain), 
plus the deck-load, if any (which is measured, and entered 
on a Deckload Certifloate). 

Light Dues are calculated in the same way. 

Entry Inwards consists of the signature of the Report by 
the principal clerk of the Reporting Office of the C.H , after 
payment of tonnage and light dues. 

Clearance Inwards. — The Ship’s Articles are then deposited 
at the Mercantile Marino Office (a dejiartment of the 
Board of Trade) at the ]>ort, showing the names of the 
crew, their wages due, and conduct marks. It is at this 
“ shipping office,” as it is called, that the crew are paid. 

After discharge of the cargo the ship is again hoarded 
by a Customs Rummaging Officer or Jerquer, and a Jerque 
Note given to show that all dutiable goods have been 
declared. On receipt of the jerque note, the clerk of the 
shipbroker lodges at the (^ustotn House a final Inward 
Clearing Bm (certifying the surplus stores allowed to remain 
on board), and Clearance Inwards is completed. 

In practice the formalities and documents involved are 
more numerous than would apxiear from the above brief 
description. 

Captain^s Protest. — Soon after arrival of a ship the 
broker’s clerk accompanies the captam to a Notary Public 
to “ note protest,” i.e. to make a declaration on oath as to 
any events that may have occurred during the voyage 
This is done to protect the owners from claims for damage 
to goods through no fault of their own. The captain may 
also protest against charterers’ not having adhered to the 
terms of the charter-party. 

Entry Outwards is made on an Entry Outwards Form, which 
the captain of the vessel signs. It states the name of 
vessel and master, port of registry or nationality, regis- 
tered tonnage, destination, date of entry inwards, where 
ship is lying, if any inward cargo still remains on board for 
export, if ship commenced loading at any other port, and 
the name and address of her brokers. At the foot is stated 



X 


BOOKS AND CUSTOMS 


247 


the distance from load-line to main deck (as shown in the 
ship’s official Load-Une Certiftcsate). 



No 10 (S«Ie) 

Master's Declaration and Stores Content for Vessels 
Outwards with Cargo. 


Sflibng Vessel 

CflicMl No 

Rot*- Na 

Sleaia Vessel 

Na of Register 



Date ol Registry 



Port qf 



Number 

If ftrilMh. Port of 



With 

or withoiA 
Pataongen 
or Troofa 

She'll Nanir umI Pwftnitkwi 

of 

Tom 

BogHtry 1 it Pomgn, tlm 
Country 

m 

Namo of Maoter 








I, , Mturter of the above-unmed Vessel, 

do derlnrR that the piirtfcuhn set forth to due form are true and correct, and that all tlie 
requtremciita ol the Merchant Shijipuig Acts respechng Outward-bound Ship have been duly 
complied with, *and I further declare that it is not intended tliit any coal, or other stores or 
goodsq^hall be earned as Deck Cargo* and I bereb) imdcrtitkc tliat if Clearance u now gnmted 


abd any D^k Cargo is earned, 1 will foitliwitb pay any furtlicr duea, whidi may become 
payable by reason tharaoi 


I hereby nominate and appoint • of 

to be and act as my Agent in all mattan relating to tlie Clcanuirc of the said Ship required of 
me in that respect by the Custosks Acta, hdding myidf reqponsiblc for lus acts lu such matten. 


1 

ii 


Signed and declared this day of 

192 , m the prese n ce of 


ifosfsr. 


pro Collector of Custooa 
and Sa^ 


Brchr 


• AddruM 

Doti qf CUaranu^ 


(Signed) • 

192 . Agent for the Mtuter 


Oeanmg Officer^ 

{For Storee CmOmi tee back.) 

FIG. 16.— Mastkr’s Declaration and Stores Oont^int 








No. 46 (Sale.) [Revised Edition.] 
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and Nos 

No of 

Packages 
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« 


Name and Address of §Consignor 


1 enter the above Goods to be W arehoused in 

*N0TE*-<1) In the case of goods which are Invoiced at a quoted pr 
and insurance added (*' c.Lf " value) 

(2). When the goods are consigned for sale, the value to tx 
tThe place whence the goods were consigned n not necessarily t^ pla 
place of last ownership 

|The consignor is the last owner of the goods at the place from wh 
the consignor 

Dated this day of 

&C 21662». 


Fro. 17.— BSIKY V 









8INQ. 

TtH) 


Collector’s No. and'^date. 



arehouse, and declare the above particulars to be true* 

to bo ttotcd io tho CuBtom* Entry thooM bo tho priinc coot witb tbo froisbt 

bo the lotett solo volue of such goods. . - .k- 

lot k b the place from which tho goods woeo procured by the impoitcr. f.e., tho 

procured . and the importer b tho porsoa by whom they were so procured (nm 


I (Signed) 

,OU8INQ. 


Importer or his Agent. 
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Outward Dues. — Further tonnage and light dues are 
payable on sailing outwards with cargo, but vessels leaving 
in ballast pay no light dues. No tonnage or light dues are 
payable on space occupied by bunker coal required for the 
ship’s use. 

Engagement of Crew. — This is done at the Shipping 
Office in the presence of the Superintendent, who also 
examines the Board of Trade certificates of the captain, 
officers and engineers, and gives his A A. Oertiflcate, stating 
that these are in order. 

Victualling. — Although no duty is chargeable on stores 
for use on board, all surplus stores are put under crown 
locks while the vessel is in port, and special permission has 
to be obtained to load dutiable stores out of bond or on 
drawback The captain is given a Victualling Bill, enumer- 
ating the dutialjle ston:‘s remaining on board “ under seal 
as per Jerque Note,” and those which he has been authorized 
to take on board ; he keeps this bill in readiness for any 
preventive officer who may board the vessel before her 
final departure. 

Clearance Outwards. — In order to get his vessel “ cleared 
outwards,” the captain must sign a Blaster’s Declaration and 
Stores Content (Fig 1(3), and produce the Shiji’s Register, the 
Outw^ard Light Bill, the “ A A ” (Certificate, and the 
“ Pratique ” {i.e. the bill of health to the port whither 
the vessel is bound) A card called a Clearance Label is 
obtained at the Clearing Outwards Counter, and attached 
to the Victuallmg Bill and Pratique by means of a pajier 
fastener and Clearance Seal, also obtainable at the Custom 
House. 

Clearance outwanls consists of the signature by the 
Customs Clearing Officer of the Label, Victualling Bill and 
Pratique, after ascertaining that all the particulars in the 
declaration are correct, and that the dues have been 
paid. 

, Specification. — Within six days of departure, the broker’s 
clerk must hand in to the Statistical De/partment of the 
(histom House a Manifest containing a detailed specifi- 
cation of the cargo, and a Bunker Coal Certlfloate. The mani- 
fest is con\pared in the statistical department with the 
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Fio. 18.— Entry foe Free Goods. 
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separate specifications (p. 260) handed in by the separate 
shippers of cargo by the vessel. 


ENTRY AND CLEARANCE OF CARGO. 

It is not possible to give in one short chapter an ex- 
haustive statement of Customs Formalities, but the above 
and the following indications show the main features. 

Entry. — Entry of all goods imported must be made at 
the Custom House, in the “ Long Room,” (a) before the 
goods are unshipped, if they are liable to duty, or (6) before 
they are removed from the quay, if they are “ free.” 

The forms of entry, which vary in detail according to 
the nature of the goods and whether they are for immediate 
consumption, warehousing or transhipment, must in every 
case show particulars of the importing ship, a description 
of the goods (in strict accordance with the official Import 
List), the quantity and value of the goods and the country 
whence they were consigned to the United Kingdom. The 
principal forms of entry are : 

Entry for Free Goods (Fig. 18) ; 

Entry for Free Goods in Transit on through Bill of Lading ; 

Entry for Home Use ex-Ship ; 

Entry for Warehousing (Fig 17) ; 

Entry for Warehousing at another Port or Place. 

Special forms of entry ^re used for goods liable to ad 
valorem Duties. One of these forms (p]ntry for Home Use 
ex-Ship of Goods liable to Ad Valorem Duties) is shown in 
Fig. 19 on the opposite page. 
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Official List. — ^The following is an extract from the 
Official Import and Export List, which may be purchased 
from H.M. Stationery Office, either directly or through a 
bookseller, price Is, 


iiv/iJDi ucauiiii^D iuain.t u x npptjr v\j iiityvii w u .v. w 

Headings marked “ E ” apply to exported goods, United Kingdom produce 
and manufactures All other headings apply to both importi» and exports 


Class I —FOOD, DRINK, AND TOBACCO 

— contd. Unit of 

Quautitv 

Group (F)— OTHER FOOD AND DRINK, 

DUTIABLE— cowfd 


E Beer and iile - - - bl of 36 gall of a specific 

gravlt\ of 10.>5 degrees 


Chicory, raw or kiln-dried - - - twt 

^ \ (’hicory, roasted or ground - - - - lb 


E (’hieory, raw or kiln-drled - - - -cut 

E Chicory, roasted or ground - 

In bond (ut 

Not in bond cut 


Rates of Dut> on 
Importation. 


Full 


£ « 


Prefer- 

ential 


rf £ /f (I 


1 10 H 
0 0 (> 


( Flve- 
I sixths 

of 

full 
I rate 


Class 1II--AHT1 CJ.es WHOLLY OR Unit ot 

MAINLY MANUFACTURKT>— conf// Quantitx 
Group (R)— VEHICLES (INCLUDING 

LOCOMOTIVES, SHIPS AND 

AIRCRAFT)— — 

Road, mechanically propelled— cowfd 
Motor cars, etc — eonid 

Commercial vehicles (including passenger, 
scavenging and special service vehicles) No 
Motor cycles and tricars - - - - No 

Tractors (including steani-rollcrs) - 

Agricultural No A’ ton 

Other No A ton 


( 3:D per 
I cent ad 
I valorem 


Two- 
tliirds of 
full rate 


Note — The ratc‘a of import duties shoun are those in force on the' 1st .runiiarv, 

1920 

It will be noticed that the list shows the amount of 
import duty on each class of merchandise, as well as the 
official description and the manner in which the quantity, 
number or weight is to be declared. 

. Landing. — ^The importer or his agent must furnish two 
or more duplicates of the entry, whether for free or dutiable 
goods. The Customs Officer decides how many copies are 
to be delivered, and may require the importer to produce an 
invoice, bil^rf lading or other document relating to the goods. 
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Goods not liable to duty are entered on an “ Entry 
for Free Goods.” The original, known as the Warrant, 
serves as a warrant for delivery of the goods to the importer, 
and should be transmitted to the examining ofhcer 
on board the ship, or where the goods are landed. The 
goods are released to the importer provided they prove, 
on examination, to be free of customs duty, and to satisfy 
the regulations referred to on page 243, § 3. If the examin- 
ing officer suspects that the goods contain alcohol, sugar, 
or other dutiable ingredient, he places them under stop, 
samples them, and submits a sample to the Government 
chemist. If they contravene the Merchandise Marks Act, 
or any other Act oi* regulation, the goods are withheld 
pending directions from the Board of Customs and Excise. 

As regards dutiable goods other than goods for immediate 
transhipment for a foreign destination, either (a) the duty 
must be paid at the time the entry is made, or (6) the goods 
must be entered for removal to a bonded warehouse. 

All duties are by law payable in British currency. Pay- 
ments are accepted immediately m the form of guaranteed 
cheques, or of Bank of England transfers. Payment by 
unguaranteed cheque is not finally accepted until the cheque 
has been cleared. 

As all dutiable goods have to be entered before they are 
unshipped, and for the assessment of specific duties all 
goods have to be weighed, measured or tested by the 
Customs Authorities, it follows that where goods are 
required for immediate consumption the entry must be 
made — and duty paid on it — ^provisionally, and subject to 
modification after landing and official verification. The 
first entry (on the form headed “ Entry for Home Use ej:- 
Ship ”) is called the Prime Entary. If the true quantities 
are found to be more than those entered in the prime entry 
the excess is entered and paid on a second form, identical 
in other respects with the first one, and caljed the Post 
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Entry ; if less, the difference is entered on an Ever-Entry 
Oertifloate, and refunded to the importer. Goods are in no 
case delivered to the importer until payment of all duty. 

No. 44 (Sale.) 

Landing Order for Duty Goode. 

Office, 191 _ 

To the Officer or Watcher of Customs aud Excise 

in charge of the Ship 

From 

Station where Iving 

Send m charge of an Officer or Watcher of Customs 
and Excise, or othenvise duly secured, to be delivered 
into the Custody of the proper Officer nt 




I I Officer 

Fio. 20 .— Customs Landing Oedbr. 


. If the importer does not wish to take immediate delivery 
of the goods, but prefers to have them stored in a 
“ bonded warehouse,” he uses an “ Entry for Warehousing,” 
or an ‘‘ Entry for Warehousing at another Port or Place.” 
The WarrarU is signed by the collector and, with a Landing 
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Order (Fig. 20), authorizes the examining office to examine 
and allow the goods to be landed for warehousing, or 
conveyed under bond for warehousing elsewhere. 

If the importer wishes the final examination to take place 
at another wharf, he states his request on the entry, and 
the goods are conveyed to the desired station by bonded 
lightermen, or bonded carmen, as the case may be. ' The 
customs officer in charge of the ship hands the lighterman 
or carman a Lighter Note, or a Cart Note, addressed to the 
officer at the station of discharge (who has received a copy 
of the entry), which he shows on arrival at his destination. 
In this way the responsibility of the lighterman or carman 
for any disputed packages can be* strictly enforced. 

In every case a copy of the entry, called the Bm, is 
retained by the Customs Collector or Registrar, compared 
with the items contained in the ship’s report, and forwarded 
to the statistical department for use in compiling the Board 
of Trade import statistics. 

If the importer has not received sufficient invoice, bill of 
lading or other advice from which the quality, quantity or 
value of the goods may be ascertained, he must fill up and 
sign a Biu of Sight (Fig 21 ) , and make a complete entry as soon 
as he is in possession of the necessary information. The 
Bill of Sight is used only for goods Free of Duty or for 
Warehousing, and serves the sole purpose of allowing the 
Officer of Customs and Excise to authorize the goods to be 
landed. The importer is allowed three days in which to 
“ perfect sight,” but if he is not able to do so within that 
time he may apply for an extension. 

Bonded Warehouses for the use of importers generally 
are provided, not by the customs, but by private under- 
takers, namely the dock companies and independent bonded 
warehousemen (see foot of p. 158). Dutiable goods may b© 
entered for any bonded warehouse approved for such goods, 
* and may remain there for any length of time. 

The bonded warehouses are a convenience to merchants, 
inasmuch as the merchants are enabled thereby to deal 

M.T. R 
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a greater value of goods than they could afford to handle 
they had to pay duty immediately. 
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Fig. 21 — Bill of Sight (Front). 
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The duty may considerably exceed the c.i.f. value, as in 
the case of Wine (6fL to 35. per gallon). Rum (£2. IO 5 . 4d. to 
£2. 155. 4f/. per proof gall.), Cigarettes (125. 6d. per lb.). 

The owner of goods in bond has free access to them for 
weighing, gauging, blending, packing or any other purpose, 
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but he cannot remove them out of the bonded warehouse 
until he has paid the duty. 

Fort td InportotiOB Dock or SMtion 

Importn'o Name | 
a&d Addrom j 

Ex. Datxof RoBort 



to perfect Bight 


H B — Tke mobI dwUntne awt b« iddad tn MS Thu fora u to bo adaptod for Frae or *Wai«haada8 Batrj 
• The pbwa aduuoe the Mode ware taoHguii u oot neoauanly the pbea of ongm, but it w tba place fnm which tbo fooda 
ware proenrad bv uw impartw, • the plaea of hut ownenhip. 

1 (1} la the oww of goode whiob are mroiead at a quoted pnoa, the ralua to be atatad ia thu aatry Aowld be the pniaa 
coat, with the frei{cht aad laauraace added (**0 i. f ’* talua) 

(2} Whoa the geode are ooaMgaad for eata, the aaltw to ha gifea ahould be the bleet lale nhie M Moh gooda 

Fig 21a— Bill of Sight (Back) 

Travellers’ Effects. — Small quantities of tobacco and 
other consumable articles imported by passengers for their 
own personal use are admitted free of duty, and clocks, 
watches and musical instruments, being bona fide personal 
or household effects of travellers, are also admitted free 
under certain conditions. • 
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Unpacking and Be-packing. — By law the unpacking of 
all goods for Customs examination, and their re-paoking, 
must be performed by, or at the expense of, the importer. 

Excise Regulations. — ^Distilleries, breweries and glucose 
factories are under Excise survey. Spirit and beer duties 
are the most important items of excise revenue, and the 
manufacture of both is closely supervised at every stage 
Tby an Excise Officer stationed at the distillery or brewery. 

The amount of alcohol in beer being comparatively small, 
the home product is not bonded. It is removed from the 
breweries under an Excise Permit, and the duty is paid by the 
brewers every month. 

Spirits, which are subjected to exceedingly heavy duties, 
are removed after manufacture to the Distillery Warehouses, 
from which they may be removed (a) on payment of duty, or 
(6) under bond, by means of a Removal Warra7tt. 

If for home consumption the spirit is conveyed, after payment 
of the duty and issue of a Permit and Certificate of contents 
and stren^h, to Rectifiers and Compounders (for flavouring, 
sweetemng, etc., again under Excise survey). A Permit and 
Certificate must accompany the goods wherever they go, to 
enable the Excise officer at destination to see that the merchant 
has not in his possession any more spirit than that which he 
IS entitled to have. 

If the spirit is required for Methylation, it is removed to the 
meth viators under bond, and undergoes the process (mixture 
with wnod or mineral naphtha) under Excise survey. Methy- 
lated spirits are free of duty, but must be accompanied by a 
Certificate on removal to the dealer or retailer. 

Excisable goods may be exported on drawback or under 
bond in much the same way as imported goods liable to 
customs duty. 

Exportation. — Export goods on which no drawback of 
duty is claimed, and which are not removed for export free 
of duty from a bonded warehouse, must be entered with the 
{customs on a “ Specmcation,” which is deliverable within 
six days of the clearance of the exporting vessel. The 
information required to be given on the specification 
(Fig. 22) is similar to that required on import entries, and 
includes the country of final destination of the goods. The 
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Fig. 22 —Specification for British and Irish Goods only. 
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description must be in accordance with the official export 
list. Special forms are used for : 

British and Irish Goods only, except Coal, etc. 

Foreign and Colonial Merchandise free of duty in transit 
on Through Bill of Lading ; 

Foreign and Colonial Merchandise free of duty, or on which 
all duties have been paid ; 

and other purposes. The specifications, together with the 
Manifests referred to on p. 250, are used for the compilation 
of the Board of Trade Statistics of British Exports Duti- 
able goods exported under Bond arc entered on “ Shipping 
Bills ” (Fig. 23) and other documents. 

Drawback. — Dutiable raw materials (leaf tobacco, sugar, 
etc.), imported for manufacture must be duty-paid on 
imjxirtation, but on the exportation of resultant manu- 
factured products a “ drawback equivalent to the duty 
paid on the materials is allowable, subject to certain 
conditions. 

Similarly, a refund of Excise duty is allowed on the 
exportation of commodities which have suffered Excise 
duty. According to circumstances, the refund is called 
Custcnris Drawback or Excise Drawback. Exporters of 
dutiable or excisable goods are thereby enabled to compete 
in foreign markets with the producers of other countries. 
Customs and excise duties and Drawback rates are approxi- 
mate, but not identical in amount. 

Drawback is payable on presentation of a Drawback De- 
benture, which contains a declaration by the exporter, 
certified by the Custom officer, that the goods have actually 
been shipped abroad, and will not be relandcd in the 
British Isles. The Debenture is transferable, but the 
exporter and any subsequent holder must endorse it before 
payment will be made. 

Export on Drawback and under Bond. — Goods liable to 
duty, in respect of which a drawback is claimed, must be 
produced fo^ examination by an Officer of Customs and 



DOCKS AND CUSTOMS 


263 


PORT OF 

Export f 
Snip ( 
Lying at 



N<x36(8de> 


Shipping Bill for Transhipment Goods only. 

K. I Tmiwhipnieote, pnw. 11, 14, 17, tS 


day of 


Exporter_ 

Addrt*_ 


Reported Inwards by the 
Lying at 


day of 


MlitoaBdMmW 

SaalSIt— tw.»od 
ooiot >1x1 Midtmal 

totOioliwpi 

Nuaibr and l>Merip- 
two of Paekagw 

Gwab 

Votot 


_ 





HHHHHHHBHHHIilHHHHi 









jBUjjjS 


mmnnn 




■HSBES 















1 














— 



Name and Address J 
'of the Exporter J - 


_ Officpr 
Date. 
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FIG. 23.-~CusTOMS Shipping Bill. 


Excise (usually at the exporter’s own premises), and Bond 
must be given for their exportation. After execution of 
the bond, the exporter or his agent fills up and «igns a Bond 
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Note, which is certified by the Clerk of the Bonds, and states 
that bond has been given. Shipment is finally verified by 
the Customs officer at the ship’s side. 

Similar procedure is followed to clear for exportation 
goods which are in a bonded warehouse, in which case the 
bond note takes the form of a Warrant for removal and for 
transhipment under bond. 

Different forms of Bond and Bond Notes are used for 
exportation, (a) on drawback, (6) ex-bonded warehouse, 
and (c) by transhipment under bond. All bonds must be 
countersigned by a substantial surety ; in practice, a broker 
or a bonded lighterman or carman is asked to do this. 
Merchants frequently having occasion to export dutiable 
goods enter into a general bond to cover all movements of 
goods up to a certain duty value and give notice to the 
Clerk of the Bonds of each shipment. Entry in each case 
must be made on an appropriate Shipping am (not a specifi- 
cation). The exporter’s clerk must see that he takes the 
right form, as there are many different bills for various 
purposes. 

Special formalities apply to the exportation by Parcels 
Post of dutiable goods on drawback and ex-bond^ ware- 
house. 

Transhipment. — In London a great deal of business is 
done in importing goods for transhipment, i.e. conveyance 
from the importing vessel to another vessel, for re-export. 
Some of these transhipment goods arrive on what is called 
a Through Bm of Lading, which states that the goods are 
to be transhipped at lx>ndon or other port. In this case 
the goods on arrival are conveyed from one vessel to the 
other by a licensed carman or lighterman, who obtains for 
the importer a signature to his S/N or M/R, as the case may 
be. 

For free goods the importer uses the “ Entry for Free 
Goods in transit on Through Bill of Lading,” as a warrant 
to authorize transhipment, and a Specification for Foreign 
and Colonial Goods Free of Duty in transit on Through Bill 
of Lading.’’ 
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Dutiable goods for transhipment are entered on a Tim- 
Bhipment Delivery Order (Fig. 24), a “ Bond Note for Tranship- 
ment and Exportation ’’ and a “ Shipping Bill for Tranship- 
ment Goods only.” The goods are exported under Bond, 


No 50 (Sale). 

TBAVSHIPMBHT DBLIVBBT OBDBB. 



To the Officer of CustomB and Excise lo 
chai|^ of the 

Master @ 


Lying ai 

Send under Revenue Lock or m charge of a 
Watcher to be delivered into the custody of the proper 
Officers at 

for transbpment only on board the 
for 


Noa 


Desenpiion of Gkipds. 


FiQ. 24 .— Customs Transhipment D/O 

after execution of which the Clerk of the Bonds signs the 
Bond Note authorizing, together with the D/O, removal 
under the invigilation of a “ watcher ” to the exporting 
steamer. 
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DOCKS, WHARVES AND WAREHOUSES. 

Port Bates or Harbour Dues are payable to the port 
authorities on all goods imported or exported, and are 
calculated in pence per ton. Port rates on goods corre- 
spond in effect to tonnage dues on ships. The shipping 
agents and other regular shippers of goods usually run a 
deposit aocoont with the port authorities, receiving a voucher 
(Fig. 25) for rates chargeable to each shipment. 

Dock Dues and Wharf Charges are paid for services at 
the dock or wharf. Such services are generally more 
numerous on importing than on exporting. 

The Port of London. — All the London Docks, except the 
Regent’s Canal Dock, are now owned by the Port of London 
Authority (P.L.A ). The P.L.A. also owns a number of 
Warehouses, bonded and unbonded, and is responsible for the 
dredging and conservation of the Thames below Teddington 
Lock,- and for the licensing and control of watermen and 
river craft. The Riverside Wharves are not, however, the 
property of the P.L.A, 

The Port of Loudon Autliority was obtablished by tlio Port 
of London Act, 1908, for the purpose of adnunist(»ring, 
preserving an<l iinjiroving the Port of London, and otlu'rwise 
for the purposes of tins act.” The Port of London Authority 
is a body corj^orate (see j). 1 1 ), consisting of a chan man and a 
vice-chairman appointed by the Authority, eighteen inombei*8 
elected by payers of dues, wharfingers and owners of river 
craft, and ten members appointed m fixed proportion by the 
Admiralty, the Board of Trade, the London County Council, 
the Corporation, and Tnnity House. 

The undertakings of the former London and India Dock Co., 
the Surrey Commercial Dock Co., and the Millwall Dock Co., 
were transferred to the Authority in exchange for Port Stock ; 
and the Authority was also empowered to purchase, with the 
consent of the Board of Trade, and carry on any undertaking 
to afford accommodation or facilities for loading, unloading 
or warehousing of goods in the Port of London, and if unable 
to come to an agreement with the owners to promote a Bill in 



PORT OF LONDON AUTHORITY. 
Rates on Qooos. foreiQN-OUTWARDS. 


c DOCKS AND CUSTOMS 207 

Parliament for the purpose ; to construct and equip docks, 
B, wharves, jetties, piers and buildings, railway and other 



Fig. 25 — Port-Kate Voucher. 
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The powere of the Thames Conservancy in respect of the 
lower river, and certain powers formerly exercised by the 
Watermen’s Company were also transferred to the Authority. 

Most vessels arriving in the Thames proceed to the docks 
to discharge their cargoes ; the remainder berth at the river 
wharves or moor in mid-stream. Though most imported 
cargoes are discharged on the quays, large quantities of mer- 
chandise are unloaded into lighters, which come to the 
docks, or go alongside the vessels unloading in the docks or 
in the open-river, and take delivery ‘‘ overside,” to convey 
the goods to other wharves or landing places, or tranship 
them for re-export. 

Port Services. — The first service rendered by the Dock 
or Wharf Company is to attend to the landing of the goods 
from ship or lighter, and to weigh, pile, and enter each^ 
package or series of five or ten packages (called a draft) in 
a Landing Book. In the case of rice, tapioca, etc., each bag 
is examined by an export Sampler employed by the dock 
company, who sees that it is sound, and draws a sample. 
Damaged bags or bales are put aside and entered last, 
after further examination and classification according to 
the extent of the damage. The Importer then receives a 
Landing Account (Fig. 26), showing, among other particulars, 
the date of the landing, from which rent will be incurred. 
The cause of the damage to the damaged packages is certi- 
fied by the dock company on a Certificate of Survey, which 
the importer shows when claiming compensation from 
the underwriters (see p. 234). 

Other smrices rendered by the dock and wharf owners 
are warehousing, opening and re-packing for Customs 
examination, sampling, exhibiting for inspection by pro- 
spective buyers, delivery to buyers, and even advancing 
money to the importer on the security of his goods. If 
the goods are to be sold by auction, preparation for sale 
includes re-jpiling in suitable “ Lots ” under the direction 
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177 

PORT OF LONDON AUTHORITY. 

Wool Warehouset 

London A St J[«tharlne I 



FiQ, 20. — BOOK Bandikq Account. 
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of an expert broker employed by the importer. After 
lotting, the importer and his broker receive a new weight 
account (Fig. 27), showing the numbers and weight-a of 
the bales in each lot. 
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Many of the bonded and other warehouses are some 
distance from the ports, and some are situate in inland 
towns ; in such cases the warehouseman or the importer 
arranges for the goods to be carted or transported by rail 
from the docks to his premises. Usually each warehouse 
company specializes in a certain class of produce, such as 
wool, or general produce not liable to duty, or is licensed 
to keep wine and spirit vaults, or sj>ecial bonded ware- 
houses for tea, or tobacco, or coffee, cocoa and sugar, etc 

Warehouse Receipt. — Importers and merchants depositing 
goods in the charge of a Dock Company, Wharfinger or 
Warehouseman, usually receive a document stating that the 
goods are there and at the owner’s disposal. This document 
is called, according to circumstances, a Wharfinger’s Beoeipt 
or Warehouse-Keeper’s Beoeipt (sometimes called a Warehouse- 
Keeper’s Certificate). As a document of this kind is nothing 
more than an acknowledgment of receipt, no useful purpose 
would be segved by transferring it 
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Delivery Order (D/0). — As the importer or merchant sells 
his produce, he hands his customers Delivery Orders request- 
ing the Dock Company or Warehouseman to deliver the 
whole or part as stated, and possibly includes on the order 
instructions as to what charges, if any, shall be borne by 
the buyer. The holder of a D/0 may split up his purchase 
and deliver piecemeal to his own customers by handing 
to the warehouseman the D/0 endorsed : “ Please deliver 
against sub-orders,” and issuing separate D/Os to his 
customers. For dutiable goods the D/0 may be marked, 
“ Duty Paid ” or ‘‘ In Bond,” according to whether the 
price paid by the buyer includes duty or not. 

For the purposes of the Factors’ Act, 1890,^ the D/0 
is a document of title, but apart from that it is nothing more 
than a promise to deliver, and it may be revoked. Delivery 
is not complete until the bailee (see p. 103) has communi- 
cat-ed with the buyer or person named in the order, and 
thereby “ attorned ” to him — i.e become his agent. 

eAKADlSK SHTPl’lNU AND STORAUK CO 
Serifs No Rotation 

Warrant for 

imjKirtod in tlie Capt.iin 

from entered b\ 

on the deli\er.d»le to 

or Assigns b> endorsement liereon 

Numbers Weight 

Mark Dross jl Tare 

Original | Doek 

ewt I qr» i lbs j| ewt | «|rs ] lbs 


Rent eoinineiiees on and all other charges from 

the date of tlie Warrant 

Warehouse- Keeper. 


Fig. — Door Warrant 

Warehouse Warrant (W/W). — A Dock warrant (D/W) or a 
Warehouse-Keeper’s Oertifleate is a document of title to goods in 

1 8ee Principles and Practice of Business., p, 288. 
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the custody of a dock company or other bailee, but it is not 
a negotiable instrument. It usually states that the goods 
specified therein have been entered in the bailee's books, 
and that they are deliverable to the person named “ or 
assigns by endorsement " of the warrant (Pig. 28). It also 
states the date from which rent will be charged. 

Once the bailee has issued a warrant, he must not deliver 
the goods without the signature of the person in whose 
name the goods were entered. In order that wrong 
deliveries may be avoided, holders of warrants are required 
to sign their names in a Signature Book similar to that kept 
by bankers for the signatures of their customers. If a 
warrant is lost, the rightful owner may obtain delivery by 
undertaking to indemnify the bailee, in the same way as 
the consignee who is not in possession of a bill of lading may 
have his goods released by indemnifying the shipowner (see 

p.211). 

Delivery of goods for which a warrant has been issued may 
be authorized (a) if the whole parcel is to be disposed of 
at once, by endorsement of the warrant, or (6) if only a 
part is to be released, the holder issues a D/0 to his customer 
or agent and returns the warrant to the bailee endorsed : 
“ Deliver against sub-orders." The holder receives the 
warrant back again endorsed by the bailee with a note of 
the quantity delivered. 

The warrant serves a particularly useful purpose as 
security for a loan, should the holder wish to raise money 
on the goods by Hypothecation. After making the necessary 
arrangements with the bank or loan company, the borrower 
deposits his warrant as security, and as business proceeds, 
and he is able to repay part of the loan, he may arrange 
with the lender to have part of the goods released and the 
warrant endorsed accordingly. Some of the jiort authorities 
and warehouse companies are also willing to advance money 
on hypothecation. 

Shipment for Export. — ^Most of the export business of 
Great Britain is in the hands of Export Merchants and 
Commission Agents, who either forward the goods from 
their own warehouses or send shipping instructions (see 
p. 325) to their suppliers, and arrange for the goods to be 
received at the docks. Export firms at the great sea-ports 
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Fig. 29. — Ad VICK Note to Shipping Agents. 
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are accustomed to dealing with shipping companies, 
insurance brokers, port authorities and the Custom House, 
and are consequently better able to do such work than 
inland manufacturers and merchants. 

Many manufacturers, and even merchants — particularly 
those situated in inland towns — employ Forwarding and 
Shipping Agents to do all the transport work connected 
with their overseas business. The agent's services are 
well worth his commission (usually 5% of the total charges) 
unless the exporter is situated at the port and does so much 
foreign trade as to justify the employment of a staff of 
shipping clerks familiar with the somewhat complicated 
procedure. Instructions are sent to the shipping agents 
on an Advice Note, which is usually printed on a form 
similar to that shown in Fig. 29. 

On receipt of the advice noto the shipping agent arranges 
for the goods to be collected and carted to the quay, or 
sent by rail if shipment is to be made at a distant port. 

When the goods are ready for shipment the agent fills 
in a shipping note, addressed to the dock or wharf superin- 
tendent or to the lighterage company, obtains mate’s 
receipt, prepares bill of lading, receives freight a/c, attends 
to the insurance of the goods and certificates of origin or 
consular invoices (see p 277), if such are needed, pays port 
rates, and fulfils Customs formalities, sending Bs/L and 
Insurance Receipt ^ to the destination indicated hy the person 
employing him. 

Preferential Tariffs. — Just as Colonial wines, tea, etc., are 
imported into the British Isles at a lower rate of duty 
than foreign produce (in accordance with the principle of 
Colonial Preference), so our colonies allow British goods to 
enter their ports on a preferential tariff. In order to 

* Agents shipping goods for several firms under one policy 
(e.gr. a floating policy), give eacii customer a Receipt^ mst^d of 
a separate policy, to show that his consignment is covered. 
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enable the consignee to claim preference, the shipper must 
send him a Declaration of Origin. 


DECLARATION OF ORIGIN 
For South Africa. 

I 

hereby certify that I am 

of the suppliers of the articles 

included in this invoice, and that I am duly authorized to make 
and sign this certificate on behalf of the said suppliers 

I have the means of knowing and I do hereby certify that 

this invoice from the said 

to 

amounting to 

is true and correct. 

I also declare that all the articles included in the said invoice 
are hona fide the growth, produce or manufacture of the United 
Kingdom. 

I also declare that all the articles included m the said invoice 
are hona fvde the growth, produce or manufacture of the United 
Kingdom, and that a substantial portion of the labour of that 
country has entered into the production of every manufactured 
article included m the said invoice, to the extent m each article 
of not less than one -fourth of the value of every such article 
in its present condition, ready for export to South Africa. 

I also declare that the values appearing in the Home Con- 
sumption column of this invoice represent at the time of the 
invoice the open market value of the goods if sold for home 
consumption in Great Britain, and that the discounts for 
similar quantities for home consumption in Great Britain 

Signed 

Dated at this day of 19. 

FiQ. 30 .— Dkciaration of Oeiqin. 

The declaration is usually typewritten on the back of the 
exporter’s invoice form, but printed forms with special 
invoice ruling may be used, and may be obtained from 
certain stationers ^ or from the Chambers of Commerce. 

1 F.gf. Messrs. Waterlow & Sons, Ltd., or Messrs. Eden, Fisher 
& Co., Ltd. 
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Declarations of origin are required for South Africa, Canada, 
Australia, New Zealand, and the West Indies. 

As different forms of declaration are used for each Colony, 
and the wording is varied from time to time, the invoice clerk 
should make sure he has the right form and the latest wording. 


No. 7134. 



CERTIFICATE OF ORIGIN. 


THE undersigned. Secretary of the London Chamber of Com- 
merce (Incorporated), hereby r>erifie8 the declaration made below 

• 'V 

London in respect of the undermentioned goods destined for 

, ,at 

(via ), as per invoice annexed, that is to say : 


Number of 
Packages 

Marks and 
Numbers 

Gross 

Weight 

Net 

Weight 

Description of the Goods 

j 

1 

1 




Signature of Declarer . 


are of . 


.origin. 



Secretary, 


LONDON, 

Number of Certificate 

Fig 31,— Certificate op OEiam. 


Import duty at port of entry is payable on the net amount 
of the invoice, which must agree with the amount shown on the 
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declaration. All cash and other discounts must therefore 
be deducted from the invoice in the same handwriting or 
typewriting as the rest. 

By reason of Commercial Treaties, British goods may be 
imported into many foreign countries at reduced rates of 
duty. The consignee can secure this privilege by showing, 
according to the regulations in force for the time being : 
(a) a Certificate of Origin (Fig. 31), which is signed by the ex- 
porter before the Chamber of Commerce, certified by that 
body, and then taken to the consulate of the importing 
country to be vised ; or (6) a Consular invoice (Fig, 32) 
written on a special form supplied by the consul, and certi- 
fied by him. Certificates of origin are required for goods 
shipped to France, Spain, Italy, Bulgaria, Roumania, and 
Serbia. Consular invoices must be obtained for all other 
countries with which treaties are in existence. In the 
case of certain goods exported to France and Belgium, 
both a certificate of origin and a consular invoice are 
required. 

Usually four copies of the consular invoice are required. 
The exporter or his authorized clerk takes them to the con- 
sulate, makes a declaration before the consul, and pays the 
fee. The consul sends one or two certified copies to the port 
of entry in the importing country, returns one to the exporter 
for him to send to the customer, and retains one at the 
consulate. 

Great care should be taken to describe the goods correctly, 
and to conform to the laws of the country of destination. 
A wrong classification or incorrect description may result 
in the customer having to pay a higher rate of duty, or 
even a penalty, for which he would hold the exporter liable. 
The exporter may make full inquiries beforehand either 
direct, or through the Department of Overseas Trade. 

By the Most- Favoured-Nation Clause contained in many 
foreign commercial treaties, Great Britain is entitled, in 
the event of tariff concessions being granted tg any other 



Fig. 32 —CONSUiAR Invoice (for Urlguay). 
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country, to be put on at least an equal footing with such 
favoured country. 


Exercise 10. 

1. What is the difference between free trade and protection ? 

2. Explain : Specific duties ; ad valorem duties ; Key 
industries ; Dumping ; Boimties. 

3. Describe the functions of the Custom House. 

4. Explain briefly the maimer in which H.M. Customs 
enforce fulfilment of the health and Board of Trade regulations, 
coll€K3t payment of Duos, and ensure that no goods arrivmg 
from foreign parts escape payment of duty. 

6. Define : Captain’s Protest ; Entry Outwards ; Clear- 
ance Outwards ; Specification ; Pratique. 

6. An importer of foreign goods has to “ declare ” the 
consignments he receives. What is meant by “ declaring ” 
goods, and how is it done ? What is the procedure followed 
by an importer to obtain possession of dutiable goods ? 

(S.A.cc.II.) 

7. Explain why the importer of free or dutiable goods 
must enter them on more than one form : and define Official 
Import and Export List ; Landing Order ; Cart Note ; and 
Bill of Sight. 

8 . What purposes are served by the Bonded Warehouses, 

(a) from the point of view of the govermnent, and (6) from the 
point of view of the merchant ? (S.A.cc.II.). 

9. What are Excise Duties ? How are they levied, and 
how do they affect exporters of dutiable goods ? (S.A.tpc.III.) 

10. What IS Excise Drawbeick ? What is Customs Draw- 
back ? W'hy are they allowed to shippers, and how is each 
obtained ? 

11. Show the principal differences between the formalities 
for exporting dutiable goods (a) on drawback, (6) ex warehouse 
under bond, (c) by transhipment. How do these rules differ 
from those applying to the exportation of free goods ? 

12. Explain what accommodation is provided and what 
services are rendered by t he dock companies, wharf companies, 
and shipping agents, for importers and exporters of goods ? 
Explain “ warehouse receipt ” and “ insurance receipt.” 

13. What are the following, wherein do they differ, and in 

what connection are they employed : Dock Warrant ; In Bond 
Delivery Order ; Duty Paid Delivery Order ? (S.A.cc.111.) 
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14 . Compare (a) Declaration of Origin, (6) Consular Invoice, 
(c) Certificate of Origin ; state the purposes of each, and 
explain how each is prepared. 

16 . What are the principal results that might be expected 
from an influential combine in this country in connection with 
(a) Glass manufacture, (6) Dyes ? (S.A.tpc.II.) 



CHAPTER XL 

FOREIGN REMITTANCES. 

British and Foreign Moneys. — Money is a commodity, 
adopted by the community in which it is current for use 
as a common medium of exchange,^ to be bartered for other 
commodities or services. In their origin the currencies of 
civilised countries consist of pieces of metal whose weight 
and purity are determined by the State. The impression 
on each coin of the head of the ruling monarch or of some 
national emblem serves to certify the coin as genuine, legal 
tender. 

The value of all modem currencies was originally based 
on the weight and fineness of the metal contained in the 
so-called Standard Coins of gold or silver which were made 
legal tender for the payment of any amount. In addition 
to these pieces of standard metal the various governments 
directed the minting of so-called Token Coins of inferior 
metal to represent fractional values, the metaUic value of 
the currency to be maintained by making such coins legal 
tender for limited amounts only, or by restricting the 
coinage of the baser metal.* 

Thus in England silver coins, which contain a quantity of 
silver and nickel that could be purchased m the market for less 

* See Principles and Practice of Business, p. 261. 

* See Ditto, p. 263. 
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than their face value, are legal tender for any amount not 
exceeding 405., and bronze coins are legal tender for any amount 
not exceeding I 5 . 

In France gold coins and silver 5-franc pieces are legal tender 
for any amount, the smaller silver coins for any amoimt 
under 50 frs., and bronze or nickel coins for any amount under 
5 frs. 

The following tables show the comparative values of the 
gold coins in circulation before the war of 1914-18, in some 
of the countries having a Oold Standard. 


Country 

Standard Gold Coins 
and Moneys of 
Account 

Weight of Unit in i 
grammes i 

Purity In 
Thou- 
sandths 

Mint Par of Excliange. 

Great Britain 
£5y £2, £1 and 
lOs. 

£1 = 20 
shillings. 
l5.= 12 pence) 

£1 

7-988 
[123 2744 
grams] 

916H 

[}UhsJ 

! 




(1869 sovereigns are coined from 40 lbs. Troy of Standard Gold 
Bullion.) 


Australia 


ditto. 


£1 


British sterling currency is legal tender in Australia, New 
Zealand, British S and W. Africa, and many other British 
possessions abroad. Australian coins are of the same weight 
and purity as those produced at the British Royal Mint, 
of which the Australian Mints are branches. Canada has 
a gold standard, the unit of value being the Canadian 
doUar, which is of equal gold value to that of the United 
States. All the United States coins and the British 
sovereign and half-sovereign used also to circulate in 
Canada. India has a silver currency. 
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Country. 

Standard Gold Coins 
and Moneys of 
Account 

Weight of Unit in 
grammen 

Purity In 
Thou- 
sandths 

Mint Par of Exchange. 

Egypt — 

IW, 50 and 

25 piastres. 
1£E=100 
piastres) 

1£E 

8*500 

875 

piastres 
to £1 

97i 

Turkey — 

100 and 50 
piastres. 

(1 lira Turca 
- 100 piastres. 

1 piastre 
= 40 paras.) 

1£T 

7*216 

916-; 

stg. to 
1£T. 

ISs. Od. 

France — 

100, 50, iO 
and 10 

20 f. 

6*452 

900 

francs 
to £1. 

25*2216 

francs. 

(The 

value of 3,100 francs is coined from 

1 franc = 100 
centimes. ) 

1 kilogramme of French standard gold.) 


The French system of coinage was fixed in 1795. An 
International Monetary Conference was held in 1885, at 
which France, Italy, Switzerland and Greece agreed to link 
their respective currencies to the French standards of 
weight, remedy,^ diameter and values for gold and silver 
coins. Belgium joined in the same year, completing the 
group known as the Latin Union. The names of the stan- 
dard gold coins (current in 1914) and moneys of account 
are : 


France : lOiK 'M) mid 10 

Francs, 

Belgium : 4^), L^O and 10 Francs 

Switzerland : ^JiO Francs, 

Italy : 100^ 50, JO, 10 and 

5 Lire, 

Greece : 100, 50, JO, 10 and 

5 Drachmae, 


(1 franc - 100 centimes) 

(1 „ =100 „ ) 

(1 „ =100 „ ) 

( 1 1 ira =1 00 centesimi ) 

(1 drachma = 100 lepta). 


^ Meu’gin of error m weight or fineness. 
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The following countries, though not members of the 
Latin Union, have partially conformed to its system : 

Spam : 20^ 10 and /> Pesetas, (1 peseta = 100 c6ntimo8). 

Roumania : 20, 10 and 5 Leis, (1 lei = 100 banis). 

Serbia : 20 and 10 dinars, (1 dinar =100 paras). 

Bulgaria : 20 and 10 Levas, (1 leva = 100 stotinkis). 

The 5-unit silver piece of the Latin Union weighs 26 
grammes and is 900 fine. The smaller silver coins (2, 1, 
0.50, and 0.20 units) are proportionate in weight, but contain 
only 835 parts of silver. 


Country 

Standard Gold Coins 
and Moneys of 
Account 

Weight of Unit In 
grammes 

Purity m 
Thou- 
sandths. 

Mint Par of Exchange. 

Germany — 

2{t and 10 
Marks. 

(1 mark 
= 100 pfenmge). 

Mk. 

20 

7*965 

900 

marks 
to £1. 

20*43 

Holland — 

10 Oulden. 

{ 1 gulden or 
florin 

= 100 cents). 

1 

10 G. 

6*720 

900 

gulden 
to £1. 

12 107 


The silver pieces of 5-francs or its equivalent in the Latin 
Union, the German silver Thaler, and the Dutch silver 
Gulden are legal tender in their respective countries for any 
amount. As, however, the currencies of these countries 
were based on a Limping Standard} the true measure of 
value was gold. 

Austria — Kr. 16 5*422 900 kronen 24*02 

IG and 18 to £1. 

Kronen. 

1 krone (The value of 3,280 kronen is coined from 

= 100 heller.) 1 kilogramme of pure gold.) 


See Principles and Practice of Business, p. 263. 
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Country. 

Standard Gold Coins 
and Moneys of 
Account. 

Weight of Unit in 
grammes. 

Purity in 
Thou- 
sandths. 

Mint Par of Exchange 

Denmark, Nor- 
way, Sweden. 
Scandiruivian 
Monetary 
Union, 

20 and 10 
Kroner, 

(1 krone 
= 100 ore.) 

Kr. 20 

8-961 

900 

kroner 
to £1. 

18 16 

Portugal — 

/ Crown 
(Coroa), 

(1 Coroa 
= 10 milreis. 

1 milreis 
= 100 reis.) 

10 

mil- 

rois 

17 735 

916‘r; 

mils, to 
Ktg. 

5^d. 

United States — 
Eagle, Double- 
Eagle, 
i- Eagle, 

1’ Eagle and 

1 

1 672 

900 

dollars 
to £1. 

4-863 

Dollar ( $). 
($1 = 100 
cents.) 

(The Eagle of $10 weighs 258 grams.) 

Japan — 

20 and 10 Jen 
(Yen), 

20 

>'en 

m 

900 

sterling 
to" yen 

24-68df. 


(1 yen 
-100 sen.) 


The currencies of Central America (Costa Rica, Guate- 
mala, Honduras, Mexico, Nicaragua and Salvador) were 
originally linked to the Mexican dollar, but their exchange 
values are now quite different. The Mexican dollar is now 
based on a gold standard, and Mexican silver dollars are 
the principal medium of exchange in many parts of the 
Far East. 

Gold is the nominal standard of most South American 
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currencies. The names of the units of Brazil, Argentine, 
Uruguay, Peru, Ecuador, Venezuela, Columbia and Bolivia, 
as well as those of Central America, are shown on p. 144. 

Gold is in circulation in the United States of America, 
and in Switzerland, but in other countries which formerly 
had a gold standard the gold coins have been withdrawn 
and replaced by paper currency consisting of Notes issued 
under the authority of the State. These notes have 
depreciated through over-issue and the consequent inability 
of the national banks to cash them at their face value for 
metal. In Switzerland gold was withdrawn from circula- 
tion during the war, but w^as afterwards replaced, and in 
1922 circulated freely in the form of 20 fr. and 10 fr. pieces. 

Inconvertible paper currency, though nominally it represents 
a true metallic standard, is in itself no standard at all. Its 
value as a medium of exchange is therefore more liable to 
fluctuation than the value of the precious metal it represents. 
The value depends upon the extent to wliich the State permits 
its issue, and the amount of confidence the State enjoys among 
its own inhabitants and those of foreign countries. Moreover, 
paper money can only be used in the country of issue, and 
cannot therefore find such a steady market abroad as gold or 
silver coins, which have an intrinsic value as metal. 

In the East, the currencies of India, China and the 
Straits Settlements are based on a variety of suver Standards, 
though in India the standard is nominally gold. . 

The legal tender of India consists of (1) silver rupees 
weighing 180 grains and Jlths fine ; (2) a convertible paper 
currency, consisting of notes repayable in silver rupees 
on presentation at the department of the Indian Treasury 
within the circle in which the notes were issued, and 
universal notes which may be cashed at any of the branches 
of the Treasuries ; (3) English gold sovereigns and half- 
sovereigns. The relative v^ue of the rupee to the sovereign 
for internal circulation was fixed by the Indian government 
in September 1920 at Rs.lO to £1. British gold coins can 
be exchanged at the Indian Treasuries for rupees, but so 
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long as the gold in the sovereign is worth more than the 
silver contained in ten rupees, gold cannot be obtained in 
exchange for rupees. 

The Indian Moneys of Account are the Lao, Rupee, Anna, 
and Pie. 1 lac = 100,000 rupees, written Rs.1,00,000 ; 
1 rupee = 16 annas ; 1 anna = 12 pice or pies. 

The silver rupee serves in India as a standard of weight, 
known as the “ tola.’* 

China has no fixed currency system. Any silver coins, 
or silver in any merchantable form, can be utilized as money, 
and in the Treaty ports we find the metal circulating chiefly 
in Chinese Taela, Mexican, British, Marie Theresa, and 
Chinese dollars, rupees, and yen. In addition to these 
coins, silver bullion circulates in the form of small shoe- 
shaped ingots called sycee, or “ sai su,*’ which weigh about 
60 oz. Troy. An essential difference between the sycee and 
the silver coins is that the fineness of the sycee is not uniform. 
Before they are accepted in payment they have to be certi- 
fied by an assayer, who is appointed by the leading banking 
and merchant houses. They are the basis of the Chinese 
currency because, whereas merchants remit money 
China through the banks, the banks put their agents in 
funds there, not only by sending them trade bills but also — 
when the price of silver makes it profitable — by sending 
them shipments of silver bullion. Now, silver bars can be 
converted into sycee, but foreign silver coins cannot be 
manufactured in China. 

The Chinese “ tael,” like the Indian “ tola,” is a standard 
of weight, but its value is not uniform throughout the empire. 
The weight taels of Canton, Haikwan, Hankow, Peking, and 
the Tsaoping tael current in Shanghai, are all different, and the 
last -mentioned is not the weight of the Shanghai currency tael. 

Foreign exchange rates on Shanghai are quoted in pence 
per currency tael. Hong Kong quotes pence per Hong Kong 
dollar^ and remittances are payable in the notes of the three 
principal British banks in that port. 

Foreign Exchange is the term used to denote the business 
of exchanging the currency of one country for that of 
another. 
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The simplest form of foreign exchange business is that 
undertaken by Money Changers or Bureaux de Change, 
and consists of buying and sellmg foreign coins and legal 
tender notes for the convenience of travellers. But persons 
who wish to remit money abroad by post or telegraph go to 
the Post Office or, for larger sums than say £10 or so, to a bank 
which does foreign business. 

The Post Office. — ^Foreign remittances may be made 
through the Post Office by means of 

(а) Reply Coupon ; 

(б) Money Order ; or 

(c) Telegraphic Money Order. 

For particulars consult the Post Office Guide, 

The Exchange Banks. — Foreign trade is financed for the 
most part through the Exchange banks, which undertake 
(a) to remit money to persons abroad, and {h) to collect 
money from persons abroad. The customer pays the 
banker on this side with English sterling currency, or 
receives sterling from him, as the case may be. The 
payment or collection of foreign currency on the other side 
is done by the banker’s foreign agent or correspondent. 

The methods by which Importers may pay their foreign 
suppliers through the banks are known as : 

1. Bank Draft ; 

2. Mail Transfer ; 

3. Telegraphic Transfer ; 

4. Open Credit ; and 

6. Documentary Credit. 

Exporters may receive payment from their customers by 
any of the above means, or may draw an 

6. Open Draft on Customer ; or a 

7. Documentary Draft on Customer. 

The exchange banks also have a department for money 
changing, but dealings in foreign coins and bank notes form a 
relatively small part of their activities. For the greater con- 
venience of travellers, or any person wishing to remit money 
to places abroad, they issue Cheques drawn on foreign banks 
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or arrange remittances in the form of Transfers or Letters of 
Credit, 

All the large London banks do foreign exchange business, 
dealing directly with the centres in which they have their 
own agencies or correspondents, and indirectly through 
foreign banks with other centres. Most exchange business 
is undertaken, however, by other banks having offices in 
London, but not belonging to the home group. These 
may be classed in three groups, viz. the Colonial banks, 
the British banks working abroad, and the Foreign banks. 
The names of the principal banks ih each group are given 
on pp. 122 to 124. 

Since the exchange banks make it their business to 
sell drafts or credits payable by their foreign agents they 
become indebted to those agents. On the other hand, the 
exchange banks buy trade bills drawn on foreign traders 
and send them to their agents to collect ; and the agents 
in their turn send back bills for collection in London (or 
elsewhere in the United Kingdom), and issue drafts and 
remittances payable in London. Each side debits or 
credits the other with the amounts collected or received by 
him, as follows : 

Foreign Agent TDrafts and Transfers issued by L.B. 

debits for j and payable by F.A. ; and 

London Banker [ Bills collected by L.B. for a/c of F.A. 

London Banker f Drafts and Transfers issued by F.A. 

debits for J and payable by L.B. ; 

Foreign Agent i Bills collected by F.A. for a/c of L.B. 

Rates of Exchange. — Since money is a commodity, it is 
not extraordinary that the currency of one country is 
capable of being bought and sold with the currency of 
another country. The price at which the Cambist or foreign 
exchange dealer is willing to buy or sell foreign currency 
fluctuates, as does the price of any other commodity, accord- 
ing to the relative demands of buyers and sellers. The 
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dealer is not concerned with inherent values. He makes his 
profit by selling at one price and buying at a lower price. 

The rates at which foreign exchange transactions have 
taken place are reported daily in the newspapers (see p. 144). 

From these tables it will be noticed that most London rates 
are given as the price in foreign ourrency of £1 sterling. 
Exceptions to this custom may be found in the rates for 
Brazil, Argentine, Uruguay, Bolivia, Mexico, Portugal, India, 
China, Japan and the Straits Settlements, which quote pence 
per foreign unit. Peru rates are quoted as a percentage dis- 
count or premium below or above £1 sterhng for £1 Peruvian. 
British Colonial rates are also quoted as a percentage dis- 
count or premium. 

Thus a rise in the Paris rate means that French francs are 
cheaper j but a rise in the Lisbon or Peru rate indicates that 
milreis or Peruvian pounds are dearer. 

In Continental countries the rates of exchange on other 
Continental centres are quoted as a price per 100 units of the 
other currency, or per £l m the case of rates on London. 
Thus Paris quotes German marks in francs and centimes per 
100 marks ; but Berlin quotes French francs in marks and 
pfennige per 100 frs. 

The column headed “ Mint Par of Exchange ’’ (see p. 144) 
shows the rates at which the pure gold represented by one 
side of the quotation would be equal in weight to the pure 
gold represented by the other side. Owing to the with- 
drawal of gold from circulation the present day rates have 
all deviated considerably from gold par. 

Letters of Credit. — By means of a letter of credit (L/C) 
one party (the issuer) authorizes a second party (the payer, 
or addressee), to pay money to a third party (the holder, or 
beneficiary), in accordance with the terms stated therein. 
They are sometimes issued by trading firms, addressed to 
their agents or customers, but most Ls/C are issued by 
bankers. 

When a L/C is issued to a traveller the holder is required 
to sign his name on it for purposes of comparison at 




Fig. 38.^Fobsign Chbqite, 
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destination, and on presenting the letter at the paying bank 
he is asked to sign a receipt, which serves as a voucher, with 
which the paying bank charges the issuing bank for the 
amount paid. 

In some cases — particularly where the L/C authorizes 
payment for goods — the receipt takes the form of a draft 
drawn on the issuer by the beneficiary. These drafts are 
disposed of by the paying banker to other bankers, and in 
this way they eventually find their way back to the issuing 
banker for collection, and have to be paid by him. 

Circular Notes are letters of credit addressed to a number 
of bankers resident in different centres. The letter states 
the names of the banks to whom it is addressed, and the 
limit of credit authorized. Each payment as it is made is 
endorsed on the letter to prevent the holder from receiving 
any amount beyond the sum authorized. 

Bank Drafts. — The simplest way of sending money 
abroad is to purchase a Cheque (Fig. 33) at one of the 

CUSTOMER’S request TO BANK FOR FOREKiN 
C^HEQUE. 


Lonoon, 19... 

EC3 

Fore I ON Cheques. 

Pimm prepare the follouung Drafts : 


Place of Payment 

Jn whose 
favour 

Amounts iii 
Foreign Money j 

Rate 

Sterling. 

Si 8 d 






\ 


i* 


Required by (Name) 

( Address ) Si gnod 


Fio. 34^— CUSTOMEB'S REQUEST TO RANK FOE FOKEIQN CEBQUE. 
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Exchange Banks. The remitter states his requirements on 
a form (Fig. 34), and may expect to receive the draft the 
same day, if in the city of London, or in two days if the 
order is given outside the metropolitan area. 

No commission is charged for foreign cheques, as the 
bank’s profit is included in the rate of exchange. 

Open Credit. — ^An increasing number of foreign remittances 
are now made without the use of hills of exchange, by means 
of Credits or Transfers.” The transfer is an advice sent 
by one bank to another to pay a certain sum of money to a 
specified person. If the advice is sent by 2 >ost, the remit- 
tance is called a MaU Transfer ; if by cable, a Telegraphic 
Transfer (T, T.). The following is a form of request to be 
filled in by the person remitting by mail transfer : 

CUSTOMER’S REQUEST TO BANK FOR MAIL 
TRANSFER. 

Foreign Credits and 
Payments. 

Loiuloti, 19. . 

Pleoise receive £ , the 

equivalent oj which amount, as per 
particulars at side, instruct your 
A gey icy 

or at 

Correspondents 

(1) To place to the credit 

of 

{Strikeout (2) To hold at the dis- 

lines not posal of 

wanted,) (3) To pay to 

at following address : 

w 

Th%s amount is paid in by 

(Address) 

And by order of 

Signature 

FIG. 85. — CUSTOMBB'S RBQVBST TO BANK FOR MAIL TRAtSFBR. 


(617) 

Amount in Foreign 
Money : 


at rate 


£ 

plus 

commission 
Total £ 
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Foreign cheques, like transfers, are advised from the 
issuing bank to the paying bank, and for both cheques and 
trani^ers the remitter receives a receipt or acknowledgment 
of issue. One method is therefore as safe as the other, but 
the cheque is more easily transferred. 

Telegraphic Transfers cost more than mail transfers, to 
the extent that the remitter has to pay the cost of the 
telegram. The remitter has to agree on the form of re- 
quest (Fig. 36) that the message is to be sent at his, not 
the bank’s risk. On the opposite page is a typical form of 
request for telegraphic transfer. 

Documentary Credits. — Importers who wish to pay their 
suppliers immediately after, but not before dispatch of each 
consignment, may arrange a bank credit at port of ship- 
ment, on the terms that the exporter is to receive his money 
on furnishing the paying bank with proof that the relative 
goods have been actually put on board. In Continental 
countries, where goods are exported over land frontiers, 
evidence of dispatch is provided in Railway or Barge 
Receipts, or Postal Receipts. Exporters by sea, for whom 
payment has been arranged “ against documents,” are 
required by the paying bank to hand over in exchange for 
payment the supping Documents, consisting of a Bill of Lading 
and an Insurance Policy or, if the goods are shipped under 
floating policy, an Insurance Receipt. An invoice and, where 
necessary, certificate of origin are also usually included. 

Export Credits. — An exporter receiving a first order from 
*a foreign firm, of whose financial status he has no certain 
knowledge, could not be expected to send away valuable 
goods on credit. On the other hand, by demanding a 
remittance by cheque or transfer before delivery, he would 
prejudice his chance of obtaining new business ; but the 
foreign customer might be prepared to entrust the matter 
of payment to his banker on the terms Casli against Docu- 
ments ” at port of shipment. 
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CUSTOMER’S REQUEST TO BANK FOR CABLE 
TRANSFER. 


To iHE Bank, 

London. 

Please receive £ , the equivalent of which 

uxxder 

amount, deduction of your expenses, instruct by 

wire your to : 

(Strike out Place to the credit of 
Une8 not Hold at the disposal of 
wanted,) Advise and pay to 


request you to telegraph to the above effect, either 
literally or in cipher, and hereby guarantee you against all 

and every claim which may be made against you in respect of 
the above message, and agree to hold you harmless and to 
release you from all responsibility for loss or damage which 

may arise from your Corr^pondents properly to identify 

the named in the above message, and from any irregu- 

larity, incorrectness and misinterpretation or delay in the 
transmission of, or in acting upon the said message, it being 

intention that the transmission of the message and pay- 
ment by you of the above amount should be entirely at 
risk and cost. ™ 

Sig^mture 

Name 

Address 

Date. 

Amount in Foreign Money 

at £ 

Commission 

Telegram 


Fig. 86. — CvsTOMKR's B,£qx7kst to Bank fob CABLig Tbansfbb. 
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Example. — Messrs. A. at Milan buy goods from Mr. B. in 
London, who has quoted “ Cash against documents in London.” 
Messrs. A. arrange with their own bank at Milan to instruct 
an agent in London — ^many foreign banks have their own 
offices in the City — to open docmnentary credit in favour of 
Mr. B. for say £600, payment to be made against presentation 
of invoices, bills of lading, insurance policy and certificate of 
origin for (say) x bales Sponge Clippings. 

When the goods have been put on board the steamer, Mr. B. 
takes the documents, together with a draft drawn in accord- 
ance with the terms of the credit, to the paying bank. 
The draft may be drawn on Messrs. A., in which case the bank 
will pay it after seeing that the amount and the documents 
are all m order. But usually the exporter draws on the 
paying bank, obtains that baidc’s acceptance, and passes the 
bill through his own current account. If the L/C authorizes 
B. to draw at U8a?ice, the bank’s acceptance can be dis- 
counted at the lower rate charged for bank bills. 

If such terms can be agreed to, the exporter need not 
move the goods from his warehouse until he receives the 
L/C or advice from the bank that the money is there ; and 
the foreign customer is happy in the thought that no money 
will be paid until the goods have been dispatched. 

Import Credits. — Produce importers arrange documentary 
credits abroad, not because they cannot be trusted with 
goods on credit but in order to render financial assistance 
to shippers on the other side. 

An illustration of the method may be seen from the 
following letters, which are typical of those used for credits 
established by Liverpool impork^rs of cotton from the 
United States, or London importers of meat from the 
River Plate ports. 


Gentlemen, 

\y 0 request you to establish a Credit with 

to the extent of £ 

•;***•.*•; sterling) 

authorizing the negotiation of the Draft or Drafts, without 

recourse on drawers, of 

on yourselv^ at after sight, payable in London , 
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and in consideration of your so doing engage to provide you 

with fimds to meet such Drafts three days before maturity. 
The Drafts are to be secm*ed by the duo endorsement and 
delivery as collateral security to the Bank of full set of clean 
blank endorsed Bills of Lading for 


but the Bank is not responsible for the genuineness or correct- 
ness of the Bills of Lading or any endorsement thereon, nor 
m the, event of any misrepresentation as to the quantity, 
quality, or value of any goods comprised therein, nor for the 
shippers’ charges on any such goods. Tlie Insurance thereon, 

with j^or cent added , is 

to be effected by« ' 


or by the Bank in case such insiu*ance should not be arranged 
to its satisfaction, the cost of which insurance engage to 

pay ; and the amount insured is to be held as available to the 
Bank until payment of the Draft or Drafts. 

In the event of failing to provide for such Draft or 

Drafts, and of the Bank selling the relative goods, which it is 

hereby fully authorized to do, imdertake to pay on demand 

the amount of any deficiency on such sale, together with all 
usual commission and charges and expenses whether incidental 
thereto or otherwise. It is imderstood that on due payment 
of any Drafts, with the cost of insurance and any other expenses 
mcuiTed by the Bank in coimection with the shipment con- 
cerned, the relative documents are to be given up to 

provided all other Drafts due, cost of insurance and expenses 
shall liave boon paid. 

It is understood that the negotiation of the Draft or Drafts 
above referred to shall be optional on the part of you or your 
agent. 

This Credit is to cease to be available on the 

19 


Yours faithfully, 

6d. 



STAMP 



The first is a letter from the Importer, addressed to his 
bank in Liverpool or London, as the case may be, asking 
for credit to be established, and guaranteeing^payment. 
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Example, — Messrs. A. at Milan buy goods from Mr. B. in 
London, who has quoted “ Cash against documents in London.” 
Messrs. A. arrange with their own bank at Milan to instruct 
an agent in London — ^many foreign banks have their own 
offices in the City — to open documentary credit in favour of 
Mr, B. for saj^ £ 600 , payment to be made against presentation 
of invoices, bills of lading, insurance policy and certificate of 
origin for (say) x bales Sponge Clippings. 

When the goods have been put on board the steamer, Mr. B. 
takes the documents, together with a draft drawn m accord- 
ance with the terms of the credit, to the paying bank. 
The draft may be drawn on Messrs. A., in which case the bank 
will pay it after seeing that the amount and the documents 
are all in order. But usually the exporter draws on the 
paying bank, obtains that baific's acceptance, and passes the 
bill through his own current account. If the L/C authorizes 
B. to draw at itsance, the bank’s acceptance can be dis- 
counted at the lower rate charged for bank bills. 

If such terms can be agreed to, the exporter need not 
move the goods from his warehouse until he receives the 
L/C or advice from the bank that the money is there ; and 
the foreign customer is happy in the thought that no money 
will be paid until the goods have been dispatched. 

Import Credits. — Produce importers arrange documentary 
credits abroad, not because they cannot be trusted with 
goods on credit but in order to render financial assistance 
to shippers on the other side. 

An illustration of the method may be seen from the 
following letters, which are typical of those used for credits 
established by Liverpool importers of cotton from the 
United States, or London importers of meat from the 
River Plate ports. 

( 1 ) 

Gentlemen, 

request you to establish a Credit with 

to the extent of £ 

( sterling) 

authorizing the negotiation of the Draft or Drafts, without 

recourse on drawers, of 

on yourselves at after sight, payable in London , 
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and in consideration of your so doing engage to provide you 

with funds to meet such Drafts three days before maturity. 

The Drafts are to be secured by the due endorsement and 
delivery as collateral security to the Bank of full set of clean 
blank endorsed Bills of Lading for 


but the Bank is not responsible for the genuineness or correct- 
ness of the Bills of Lading or any endorsement thereon, nor 
m the. event of any misrepresentation as to the quantity, 
quality, or value of any goods comprised therein, nor for the 
shippers’ charges on any such goods. The Insurance thereon, 

with per cent added is 

to be effected by...‘ 


or by the Bank in case such insurance should not be arranged 

to its satisfaction, the cost of which insurance engage to 

w© 

pay ; and the amount insured is to be held as available to the 
Be^ until payment of the Draft or Drafts. 

In the event of failing to provide for such Draft or 
Drafts, and of the Bank selling the relative goods, which it is 
hereby fully authorized to do, undertake to pay on demand 

the amount of any deficiency on such sale, together with all 
usual commission and charges and expenses whether incidental 
thereto or otherwise. It is rmderstood that on due payment 
of any Drafts, with tlie cost of insurance and any other e«penses 
incurred by the Bank in connection with the shipment con- 
cerned, the relative documents are to be given up to 

provided all other Drafts due, cost of insurance and expenses 
shall have been paid. 

It is understood that the negotiation of the Draft or Drafts 
above referred to shall be optional on the part of you or your 
agent. 

This Credit is to cease to be available on the 

19 


Yours faithfully. 

Od 



STAMP 



The first is a letter from the Importer, addressed to his 
bank in Liverpool or London, as the case may be, asking 
for credit to be established, and guaranteeing^payment. 
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The Manager, 


( 2 ) 


Dsab Sib, 


No. 


We shall feel obliged if you will kindly establish 
Credit with 


a 


to the extent of 

in favour of 

Payment is to be made against full set of clean blank endorsed 
bills of lading for 


The insurance is to 

be effected by and the policy must be 

attached to the drafts. 

Please debit our accoimt with 

for your disbursements imder this Credit, and forward the 
documents direct to us. 

Please note that this Credit is opened on behalf of our 

Client 

and unless previously cancelled is to be available until 
19 

Thanking you in anticipation. 

Yours faithfully, 

The second example is the advice sent by the English 
bank to its agent or correspondent at, say, Galveston or 
Buenos Aires. 

As each consignment is made the Exporter draws a 
bill on the English bank, and takes the draft, together with 
invoice and shipping documents, to the bank at port of 
shipment. It will be noticed from the above letters that the 
exporters are to receive the full amount of their drafts, and 
that recourse will not be had against them if the conditions 
of the credit are not fulfilled. The foreign bank sends the 
documents straight to the English bank, but disposes of 
the draft, after endorsement, through other banks or bill 
brokers, and the draft eventually finds its way to England, 
where it will be presented when due on the importer’s bank. 
The importer has undertaken, however, to provide his bank 
three days tefore maturity with funds to meet the draft. 





XI 


FOREIGN REMITTANCES 


299 


The English bank holds the documents as collateral 
security y and is authorized, under the terms of the guarantee 
(letter No. 1) to seU the goods in the event of the importer 
failing to provide for this or any other draft issued under 
the credit. 

All expenses, whether incurred abroad or here, are 
debited to the importers. 

Documentary Draft on Customers. — Exporters who are 
able to allow their customers more liberal terms than “ Cash 
against documents on shipment ” draw on them what is 
known as a Documentary Draft, which is collected through 
a bank having a branch or agent in the country of destina- 
tion. The draft is usually drawn in favour of the collecting 
bank. Its tenor, and the terms on which the importer is 
allowed to take possession of the documents, depend upon 
the arrangements he has made with the exporter, and to a 
large extent upon the customs of the importing country. 

d/p Terms. — ^The safest way for the exporter is to offer 
Documents against Payment (D/P), which means that the 
bank is instructed not to allow the shipping documents out 
of its possession until the draft has been paid. 

For purposes of illustration we will take the case of a 
London importer, who receives advice from a Colonial bank 
in the city that it holds a documentary draft drawn on him. 
Shortly afterwards the bank’s messenger or “ walks clerk ” 
calls at the importer’s office, where he produces the draft 
from his wallet, saying that he has a draft for acceptance, 
and delivers it to a responsible employee. 

If the draft is at usance — say 60 days after sight — 
the messenger leaves the draft, and calls for the acceptance 
next day. In some offices there is a slot in the counter 
marked “ Bills for Acceptance,” into which the messenger 
only needs to drop the draft and go away. When the 
bill falls due it is presented for payment at the bank on 
which the acceptor has domiciled ^ it, in precisely the 
same way as cheques are presented, and after it has been 

' See Principles and Practice of Business, 216. 
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collected the Colonial bank hands the documents to the 
importers. 

If the importer — e.g. a provincial firm — had no a/c in 
London he would domicile his acceptance at his local bank’s 
head office or London agent, who would then require advice 
from the acceptor’s bai^ before paying. 

If the draft is made payable at aight the messenger who 
presents it at the importer’s office waits for it to be accepted. 
The cashier may prefer, if the amount is small, to pay in 
cash — not by cheque — at once. Sight drafts are accepted 
to enable the collecting banker to present them through 
the bank in the same way as cheques or other bills. 

In many cases the drawer instructs the presenting bank 
that the drawee is to have the option of accepting the draft 
at any time up to arrival of the steamer. This method 
will become clearer after perusal of the following letters. 
No. 1 is an advice from Exporter to Customer in Sydney ; 
No. 2 an advice from Exporter to his Bank in London. 


Messrs. W. Jenkim dh tSon, 

Sydney. 

London, lOth Jan.^ 19. .. 

Deab Sirs, 

Herewith we beg to hand you invoices 2iJf, 

212 y and 21^ for £20‘i:ll:2 with shipping instructions 
attached tliereto. 

We beg to advise having this day drawn upon you for the 
amount, viz. : Two hundred and five pounds 1112, documents 
being attached to the draft to be surrendered on duo payment. 

We have instructed our Bankers to present the draft and 
documents to you through ; the usual way, and have ^vised 
them that you have the option of accepting same until arrival 
of steamer. 

We reconunend our draft to your good protection and beg 
to assure you of our best attention at all times. 

Very truly yours, 

Smith & Brown. 

Enclosures : 

Invoice Nos. 210-3. 

Shipping Instructions. 

The words “ documents to be surrendered,” etc., are 
usually omitted from the draft itself, though included in 
the advices. 
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Fig. 37.— Sight Deaft (with Acceptancb CiArsE). 
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(2) 

London, Kith Jan,, 19... 


The Manager, 

Barclays Bank, Limited, 

Foreign Department, ^ 
Fenchurch Street, E.C. 3. 


Dear Sib, 

Attached herewith please find draft 
at sight 

on Messrs, W, Jenkins Js Son, Australia, 
for £m'7 ; 11 : 

with shipping documents attached thereto to be surrendered 
on due payment. 

Kindly present draft and documents to our customer through 
the usual way 

our customer having the option of accepting same at any date 
until arrival of steamer. If draft refused, do not protest, hut 
hand same to Messrs, H, A, Flerider ds Company, Sydney. 

Please collect same for our account, proceeds to bo sent to 
London by Mad, cuimsing us in due course of the sterling amount . 
Yours faithfully, 

Smith Brown. 


Enclosures : 

Draft at sight. 

Tnvoice.ir No/f. Sidy Jit, Jt J, and J1-t, 
B /Lading. 

Shipping Instructions. 

Insurance Certificate. 

Statement of Account. 


If a d/p draft is not payable until some time after sight, 
it is first presented for acceptance, and when the vessel 
arrives the bank obtains possession of the goods and has 
them stored in a warehouse. In some important towns 
in the East bankers have their own warehouses, known as 
“ Go-downs,” but otherwise the goods are stored in a 
public warehouse, if such exists, in the name of the bank, 
which holds the receipt or warrant. 

At any time before maturity the importers may retire 
the bill, i.e, pay the amount under discount, and obtain 
delivery of the goods. Without payment of the full amount 
of the d/p draft the collecting banker is not authorized to 
let go the documents ; but on their own responsibility 
the banks sometimes allow delivery, or part delivery, 
before maturity, in which case they require the importer 
to sign a Trust R^eipt. The object of such an arrangement 
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may be to allow the importer to sell the goods before he 
pays for them, or it may be that there does not happen to 
be a public warehouse in the vicinity, and that there is no 
way open to the banker but to allow the importers to store 
the goods in his own warehouse, and trust him to meet his 
obligations. 

d/a Terms. — ^The exporter must have a certain amount 
of confidence in his customer to offer him Documents against 
AccejpUince (D/A). As the words state, the importer is 
allowed to take possession of the goods in return for accep- 
tance of the draft. 

Open Draft on Customer. — ^A draft to which no documents 
are attached is called an ‘‘ open draft.” Naturally, for 
foreign trade such drafts offer no security to the exporter 
except the importer’s promise to accept or pay them, if he 
has promised to do so. Nevertheless, international trade 
is financed very largely by unsecured trade bills, and it 
must not be imagined, from what has been said about 
withholding documents to secure payment, that export 
merchants live continually in the unhappy state of mis- 
trusting their friends. It will be seen in the next chapter 
than an important part of the merchant’s business is to 
know his customers and their ways. 

Advances against Documents. — It is in the nature of 
business enterprise that those engaged in it seek to handle 
the largest possible turnover that their resources will 
allow. Yet the longer the exporter has to wait to recover 
the cost of each shipment the less shipments he will be 
able to make in the year ; and when supplying goods to 
(say) Australia or the East against draft at sixty or ninety 
da3rs after sight, some four or five months must elapse 
before advice of payment is received in London. 

The banks are willing to discount or advance money on the 
security of bona fide trade drafts, but they usually require 
collateral security in the shape of shipping documents.' 
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Letter of HypothecatloxL — ^As mere possession of the shipping 
documents would not entitle the bank to sell the goods to 
secure his advances, so the bank requires the exporter to 
sign a Letter of Hypothecation which expressly authorizes 
the bank to have the goods sold at the exporter’s risk and 
expense if the bill should suffer dishonour. The Bs/L must 
be endorsed in blank, to enable the bank to take posses- 
sion of the goods without the consignees’ signature, if pay- 
ment should be refused. 

LETTER OF HYPOTHECATION. 

London, Vfth October, 

To the Directors of 

The Anon 5 nnous Banking Co., Ltd., 

Singapore. 

Gentlemen, 

We have negotiated through your London Office our 
Bill at 90 days after sight drawn %n your favour cru our customers^ 
Messrs, A, Hadji, Johnson d* Co,, at Singapore for : IJf : S 
being the value of ^ zinc-lined cases Mixed Tweed Suitings 
as per Invoice attached hereto. 

As secunty we have delivered with the said Bill, shipping 
documents including a complete set of clean blank endorsed 
Bills of Lading, as follows : 

Bills of Lading for 2C I s Suitings marked | J H | 

per s.s. Barotse, From London To Singapore. 

Freight has been paid by us. 

Marine Insurance Policy F.P.A. for 

effected with British Eastern Insurance 
payable in Singapore. 

These documents are to be given up on payment of the Bill. 

If the said Bill should suffer dishonour, we hereby authorize 
you to sell the relative goods for our account and at our risk, 
and m the event of the proceeds of such sale not amounting 
to so much as the amount of the said Bill, we undertake to 
reimburse you to the extent of any deficiency, together with 
all the usual commission, charges and all incidental expenses. 

We are, Gentlemen, 

Yours faithfully, 

John Hands & Co. 

MargixL — In the event of the bill being dishonoured 
the goods may not realize the full amount of the draft. 
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It is, therefore, usually agreed that the bank shall advance 
say 75% of the amount of each bill, and give the exporter 
a Karginal Deposit Beoeipt for the balance of, say, 25%. 
When advice is received in London that the bill has been 
paid, the exporter receives the amount of the bill, after 
deduction of the amount advanced, interest thereon and 
expenses. The agreement may give the bank a general 
lien (p. 168) on the margin as security for the payment of 
any “ bill or bills running,’’ that is to say, the margin of 
one bill may be withheld to secure the amount advanced 
on another which may suffer dishonour. 

Interest Bills. — Most trade bills on India and China, and 
many of those drawn on Japan, contain an Interest 
Clause (Fig. 38). The rate of interest, which is payable 
by the drawee, varies according to the state of the discount 
market, from about 6 to 8 p 2 r cent, per annum. 

If the exporter discounts the bill, the interest goes to 
the Eastern bank which has purchased it and presents it 
for payment. 

INTEREST BILL. 



No. OT £198 : 10s. : Od. 

London, 10th Feb., 1928. 

At thirty days after sight pay this FIRST of 
Exchange (SECOND unpaid) to the order of 
the Mercantile Bank of India, Limited, the sum 
of One hundred and thirty - five pounds five shillings 
Sterling, payable at the said Bank's current 
drawing rate for demand Drafts on London, with 
interest at six per cent, per annum added thereto 
from date hereof to approximate due date of 
arrival of the remittance in London, value 

received. Invoices per s.s. Mandasor. 



To Messrs. A. Mohamad Essam dh Bros.^ 


Colombo. 


F. Page & Co. 


Fio. 38.— INTEESST Bill, 
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Where the exporter, instead of discounting the bill, 
entrusts it to the bank for collection, he is of course entitled 
to the full proceeds, less expenses. If he is able to wait 
for the money until advice of payment is received in London 
the bill may be a profitable form of investment for him. 

Usually the London banker only advances part of the 
amount drawn for in the bill, but its office at destination 
collects interest on the full face value. The exporter is 
therefore entitled to a share in such interest, i.e to the 
interest on the margin. On arrival of the remittance in 
London the exporter receives the margin, plus margUiai 
interest, minus expenses if any. 

It is not customary to draw interest bills except for 
goods shipped to the East. Exporters to other countries 
who wish to recover bank discount or interest from their 
customers, either (a) include such charges in the amount 
drawn for,i or (h) keep an Account Current (p. 309) with 
their customers into which the charges may be entered as 
agreed and drawn for in subsequent bills. 

Bankers’ Acceptances. — Instead of raising money on 
documentary bills, exporters sometimes find it more 
economical to arrange with a bank or Accepting House 
(p. 125), to allow them to draw for part of the value of each 
shipment, obtain the bank’s or accepting houst^’s acceptance,* 
and discount the bill at another bank or discount house. 
Naturally the drawer has to agree to provide^ funds before 
the bill falls due. Moreover, the acceptance is usually given 
by the bank which negotiates the documentary draft, and 
as collateral security for the exporter’s undertaking to pro- 
vide for the acceptance, the bank would then hold a letter 
of hypothecation on the documents. 

The banks make a charge for acceptance, calculated at a 
rate per cent , — say 1 |% — per annum, but bills bearing a 

' For method of calculating amount to include discoimt see 
Principles and Practice of B'usincss, p. 230. 
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banker’s signature are discounted at the rates quoted (see 
p. 130), for bank bills, which is lower than the rate quoted 
for trade bills. The advantage depends upon the state 
of the discount market. If the rate for interest bills is 7%, 
and the market rate of discount for bank bills is 5J%, the 
accepting bank’s charge of 1^% p.a, for accepting would 
equeilize the two methods. But it may happen that the 
discount rate for first-class bank paper is lower by more 
than 1 than the rate charged for advances against trade 
bills. 

Bills in a Set. — It will be noticed that the bills shown 
on pp. 305 and 354 contain the words : First of Exchange,” 

Second unpaid,” etc. It is customary for foreign bills to 
be drawn in two or three parts in order to avoid delay 
through loss in transmission. The second copy, called 
appropriately the Secundn Via, is sent by a different route 
or later mail. Each part must be numbered, and bear a 
reference to the other parts. The usual wording is : 

1st Part. — . . . sight of this First of Exchange (Second and 
Third of same tenor and date being unpaid). 

2nd Part. — . . . sight of thts Second of Exchange (First and 
Third of same tenor and date being unpaid). 

3rd Part. — . . . sight of this Third of Exchange (First and 
Second, of same tenor and date being unpaid.). 

All the parts together then constitute one bill. 

The acceptance may bo written on any part, but it must bo 
written on one part only, and the acceptor should require the 
part bearing his acceptance to bo delivered up to him. If he 
accepts more than one part, and such accepted parts get into 
the hands of different holders m due course, ho is liable on 
every such part as if it were a separate bill. 

Where the holder of a set indorses two or more parts to 
different persons, he is liable on every such part, and every 
indorser is liable on the part he has himself indorsed as if it 
were a separate bill. 

Exchange and Other Clauses. — In order to determine the 
amount which the drawee of a bill is expected to pay, it 
may be necessary to refer to a special clause on the face of 
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the bill. There may be (1) an Interest Clause^ as shown on 
p. 305; or the words (2) With Bank Charges added, (3) 
With Exchange and Charges for Collection, (4) At the rate of 
exchange as per first London endorsement, or (5) At the ,, , 
Bankas drawing rate for demand drafts on London, * 

A bill may be expressed in sterling, or in the currency 
of the country in which it is payable. In case (4) the 
bill would be expressed in sterling, and the rate of exchange 
endorsed thereon by the London banker at the time the 
bill was negotiated to him. This is what was done in the 
case of the goods invoiced on p. 326. Clauses (3) and (5) 
mean that the banker at destination fixes the rate on 
presenting the bill. 

Sans Protet. — To avoid the cost and annoyance connected 
with Protesting ^ it is a common practice to give the 
collecting banker the name of an agent or correspondent 
in the vicinity (see letter No. 2 on p. 302), who will take 
up the bill and documents sans protet, i.e, without protest, 
if acceptance or payment is refused. The banker must be 
clearly told not to protest ; otherwise he will have the bill 
protested and apply to the Case of Need * afterwards for 
Acceptance or Payment supra Protest. 

Payment through Shipping Agent. — Both exporters and 
importers occasionally arrange for payment to be made 
by the Forwarding and Shipping Agents who undertake 
the transport of their goods. The services of such an 
agent or transport company extend to collecting, packing, 
forwarding, and warehousing the goods, in addition to 
arranging payment against delivery from the seller or to 
the buyer, or in any other way most acceptable to both 
parties. 

Private Negotiation of Bills. — It has been explained * that 
the original and main object of the bill of exchange is to 
serve as a substitute for currency, by the transference of 
debt from one person to another. Thus A may pay B 
with a draft drawn on C. There are three parties to almost 

^ See Principles and Practice of Business, p. 230. 

* ?ee Ditto, p. 231. » See Ditto, p. 239. 
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every foreign bill : (a) the drawer ; (b) the drawee, who 
becomes the acceptor ; and (c) the payee, or — if the bill is 
drawn “ to Order ” and endorsed by the drawer — ^the 
endorsee or holder by delivery. One of these parties 
usually has no connection with the transaction which gave 
rise to the bill as between original debtor and creditor, and 
is usually a bank. 

Thus A may pay B with a bank draft drawn on the C bank, 
or B may collect payment from A by drawing on him and 
negotiating the bill through the C bank for collection. 

The private negotiation of bills or promissory notes, 
i.e. their transference to a third party not being a bank, is 
only resorted to (aj where banking facilities arc lacking, 
or (6) to reduce commission, charges, and loss on exchange 
which result from abnormal conditions, — e.g a wildly 
fluctuating exchange market — which induces the banks to 
increase the difference between their buying and selling 
rates. 

Account Current. — An Account Current (A/C) is nothing 
more than a current or running account with the addition 
of columns for the calculation of interest on each item as 
agreed between the parties concerned. 

Example. — Tiie simplest example is the Banker's Deposit 
A/e. The banker allows his customer interest on the deposit 
for the number of days it remains. If the amount is increased, 
or ])art of it withdrawn, thC balance is ascertained and interest 
calculated henceforth on that figure. 

In working interest bankei’s (lo not count sums of less than 
ten shillings, but amounts of over ten shillings are counted as 
one pound. 

Accounts current are used largely by merchants engaged 
in overseas business — particularly that carried on with 
agents — where the seller does not draw for the value of 
each consignment with interest. 

Example. — Messrs. Baird & Co., of 14 King Street, Liverjiool, 
export machinery and distillery plant to their agents the West 
Indian Equipment Syndicate, at Kingston, Jamaica. Invoices 
are charged net with interest as from date of shipment at 6% 
p.a., and payments credited at 5% p,a, from date realizable. 
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Method 1. — By the use of Interest Tables. 

ACCOUNT (CURRENT. 


West Indian Equipment Syndicate, Ltj>., 

Dr. Kingston, Jamaica. Cr 


Date. 


Interest 1 

Item 

1'; Date 


Interest 

1 Item 


1\) ' 



s 

d 

£ 

8 

(1 10 


£ 

8 d 1 

£ 

.? 

d. 

May 21 

i To Balance 

1 

5 

_ 

83 

10 

- ' Apr 25 

B.\ Transfei 

i oi 1 

50 

_ 

_ 

Apr r> 

„ Goods 


12 

0 

4.'. 

- 

- » 30 

„ Credit 

1 




May 24 , 

„ do 


J3 

0 

112 

13 

4 

Note 


1 I 5 

8 

10 

- 

June 30 ’ 

„ Ucdlnt 


8 

10 



May 25 

„ DiaftatOO 






f. .f 

1 „ Bal of 







d/8, due 


! 





i lilt 




•> 

0 

10 

July 27 


8 10 

100 

- 

- 








June .30 i 

„ Balance 


! 












c/d 



85 

3 

2 






243 

13 

Ji’ 




243 

13 

2 



3 

1) 

4 






1 

10 0 




Jul\ 1 

To Balance 








' 





])r()in'lit 








1 




i 

down 




I 85 

1 ^ 

2 


' 




i 

i E .t 0 E 












j 

Liverpool, MHhJioie, 10 




1 

1 





Red Interest — Interest falling due alter the balancing date must be 
h’ducted from the item, not added to it. Thus interest on the draft due 
Filly 27 (shown above m thick type) would be entered m red ink to remind 
lie bookkeeper that it must not bo twldod here, but transferred m black to 
;he opposite column. 

Method 2. — Continental or Products Method. 


ACCDUNT (UKRKN^r. 

Dr. West Indian Equipment Svndk’atk. Tyro. Cr. 





£ 




1 







Dat-c 


l)a>» 

X 

£ 



1 1 >atc 


Davs 

\ 

£ 

8 

d. 




da\s 






days 




10 







10 

■ 






iuy 21 

To Bahintc 

01 

7508 

83 

10 

- 

Apr. 25 

By Transfer 

00 

3300 

50 

* 

_ 
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„ Goods 

80 

3870 

45 


- 

„ 30 

„ Cl Note 

01 

518 

8ll0 

_ 

fav 24 

„ do 

37 

4100 

112 

13 

4 

May 25 

„ J)ft at 00 






unc 30 

„ Red 







d/s, due 







Product 


2700 





July 27 

27 

2700 

100 

- 

- 

f> j» 

„ Interest 



2 

0 

U) 

June 30 

„ Balance 










_ 




c/d 



85 

J 

1 





243 

13 

2 





243 

13 

2 



0% 18337 








Mi 






0 




Jnt lor 1 day at 1 % on 

5% 3818 






1%1 10022 




£110,022 -£10,000 

_ 












£0(m 32 

J%]0000 




uly 1 

To Balance 
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- £2 401 







c 

down 
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85 

3 
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1 

Liverpool, June , 19 
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Products. — The second method is worked on the principle 
that the interest on any given amoimt for 2 days is equal to 
the interest on double that amount for 1 day, at the same rate 
per cent. Thus in the above example, by debiting the W.I. 
Eqmpment Syiwhcate for the use of £7598 for 1 day the same 
result is obtained as by debiting it with £83. 10^^. for 91 days. 


Exercise 11. 

1. Write an essay of about 150 words on Currency. 

2. What IS the Latin Union ? Name the principal moneys 
of account of the world, with their approximate sterling value 
at par. 

3. Describe briefly the currencies of India and China. 

4. Wliat IS foreign exchange ? Without going into details, 
enumerate all the means you know by which money may be 
remitted abroad. 

6. Explain fully ; (a) L/C, (6) Circular Note, (c) Bank Draft, 
{d) Mail Transfer, and (e) T.T. 

6. “ Bill of Exchange with shipping documents attached.” 

What are these shipping documents ? Describe the function of 
each, and explain why the documents should be attached to the 
bill of exchange. (S.A.tpc.lI.) 

7. What IS a Documentary Credit ? Explain how it works. 

8 . On the supposition that you are an exporter, shipping 

largely to customers m India, Australia and New Zealand, 
explain in detail some of the arrangements you would make 
(a) for seeming payment from your customers, (h) for obtaimng 
advances on the sliipments from the banks with whom you 
deal. (IS.A.tpc.lII.) 

9. Explain: (a) D/A, (6) D/P, (c) Trust Receipt, (d) Margi- 
nal Interest, (e) Marginal Deposit Receipt. 

10. Draft ad/p interest bill at 30 m/s on K. Ananda Simpan- 
jee, Calcutta, for £126 18s. 8d., value in 10 C/s Hardware 
per s.s. “ Holywell.” Explain the object of this fomi of 
draft, which is commonly used by exporters to the East, and 
state how the same object may bo served when drawing on 
other parts of the world. 

11. In what maimer may exporters make use of bankers' 
acceptances to finance their foreign trade ? Is this an 
economical method ? 



Sl2 TRADE, TRANSPORT AND FINANCE chap, xt 


12 (a) Explain the reaaon for drawing bills “ in a set,” and 
show to what extent the parties thereto are liable for payment. 
(6) Explain “ Exchange Clause,” and ” Sans Protet.” 

18. (a) State the uses and disadvantages of private negotia- 
tion of bills. 

{b) What is a foreign bill ? Draft one in simple form, from 
the follow'ing particulars : 

Drawers : Barker & Derry, 26a Water Lane, London, E.C. 3. 

Draw’ees : Southern Motor Co., Sydney, N.S.W. 

Payees ; A. Shear, Trojan Ranch, Castlemame, Victoria. 

Amount: £189 ll^. 7d. 

Tenor : 10 days after sight. 

14. State the value in sterling, and show working, of 1,000 

francs and 1,000 dollars, at rates of exchange of 27-50 and 4*77 
respectively. (D.C.C.II.) 

15. J. Brown & Co., London, have an A/c with D. Nairobi & 
Co., of Calcutta. According to Brown & Co.'s books the debit 
balance on July Ist, 1916, w'as £319 12«. 6d. The following 
are the July transaetions : 


Debits. 

July 

3 Shipment per ” Mooltan ” 

£415 

10 

6 



18 

” Ranee ” 

£518 

12 

7 



22 

” Malaya ” 

£289 

15 

6 



26 

” Malacca ” 

£185 

8 

2 

Credits. 

July 

6 Draft at 

10 d/s £319 12 

6 





24 

3 d/s £300 0 

0 




Interest rules at 5%. Set out in proper form the A/C as 
per Brown & Co.’s books, show'ing balance as at August 1st, 
1916. (S.A.cc.III.) 

Note . — Assume that the drafts contain the usual interest 
clause, entitling the exporter to cash in London as from date 
of drawing each bill. 



CHAPTER XII. 

EXPORTING. 

British Export Trade. — The export trade of the United 
Kingdom may be divided into two main branches . (a) the 
export of home-produced commodities, and (b) the sale 
abroad of the products of other countries. The latter 
branch might again be split into two sub-divisions, viz. 
(1) the ordering of foreign goods for direct shipment to foreign 
markets, and (2) what is known as the entrepot trade, i.e. 
the importation of foreign goods for immediate re-export. 
The London export firms are responsible for the marketing 
of a large quantity of foreign products, particularly Conti- 
nental manufactures 

Development. — British exporters to the colonies or 
foreign countries have usually one of two classes of 
customers in view : (a) the foreign import merchant (for tex- 
tiles, hardware, provisions, etc.), or the user (for machinery, 
etc.). 

Inquiries may be obtained by meanq of advertlBenientB 
inserted in the foreign or colonial press, or the British trade 
papers circulating abroad, or by circularizing likely firms, 
and, in the case of textiles, sending them samples. The 
last-named is an expensive method, and one which has to be 
carefully done, with full knowledge of local requirements. 

The Department of Overseas Trade (Development and 
Intelligence) — a joint department of the Foreign^ Office and 

313 
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the Board of Trade — collects information regarding possible 
importers of British manufactures, their names and status, 
the class of goods required, and terms of trading. The 
department also exhibits samples of competitive makes, 
finds out where overseas buyers obtain their present supplies, 
and even the prices they pay. Inforniation may also be 
obtained as to the foreign and colonial customs regulations, 
forms of certificate of origin, transport facilities, and regula- 
tions regarding commercial travellers, etc. 

The Chambers of Commerce, and such institutions as the 
British Empire Producers’ Organization also render great 
service in collecting information of importance to ex- 
porters, and in having business men’s views put before 
government departments with a view to furthering trade 
interests. The Board of Trade, many Chambers of Com- 
merce, and the organization mentioned above, publish 
journals. 

Travellers and Agents. — Some manufacturers send tra- 
vellers abroad to build up trade relations. Overseas 
travellers are costly to maintain, and for that reason two 
or more firms sometimes share the expense of sending a 
traveller to new ti*rritory. Many overseas travellers work 
on commission only, without salary, but the firms who 
“ want to be there first ” must pay theii* own travellers. 

Considerable business may be done by a traveller who 
knows his work and speaks the language well, particularly 
if he is empowered to contract without consulting his 
employers, which takes time.^ With a letter from the 
inquiry agency in England to which his employers subscribe, 
he can obtain status reports on customers wherever such 
agency has branches or correspondents, or he may make 
his own arrangements locally. His employer looks to him 
to avoid undesirable firms. As regards stock, if transport 

^ Such an arrangement may be dangerous, however, for the 
firm errq)loying the traveller. 
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facilities are good the traveller can probably arrange with 
a warehousing, forwarding and shipping company (such as 
the Societe dc Transports Internationaux, S.A., on the 
Continent) to receive, warehouse and dispatch goods at a 
very reasonable cost. 

If the traveller does enough business to i)ay for his keep, 
his principals may propose to keep him on the spot as 
manager of a Foreign Branch, which would be kept in funds 
by the head office here. Branch offices are costly to main- 
tain, however, and do not justify their existence unless the 
business they negotiate is of great importance, or the 
turnover is increased by the local manager doing other 
business locally. A more economical method is the estab- 
lishment of a Foreign Agency, by appointing an already well- 
connected firm as sole agents. Here again the traveller 
may bo of great assistance in finding out suitable people 
and negotiating with them. 

Ill law the word “ agent ” is used to denote any person who 
has power to agt on behalf of another ])erson, called the 
priiici])al. Whatever a ])ropeily api)ointod agent may do, 
within the scope ot the power conferred on him, is binding on 
the principal. For certain purposes an agent must bo autho- 
rized in a deed known as a Power of Attorney ^ 

lYavellers and J3ranch Managers are empowered within 
limits to contract on behalf of their employers, but outside 
firms who take up “ selling agencies ’’ are usually not 
agents at all in the proper legal sense, though they may be 
called agents. The selling agent usually buys from his 
principal and sells to his customers at his own risk, but is 
given exclusive Selling Rights, and works under an agree- 
ment as to prices, trade-marks, stock, etc. 

Sole Selling Rights. — Business is not likely to develop unless 
the firm on the other fcide is given a “ Sole Agency,” which 
means that the principals will not compete, or allow anyone 
else to compete with the agents for the sale of the principals’ 

^ See Principles and Practice of Business, p. 14. 
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goods within the agency territory. Any inquiries or orders 
received by the principals direct are dealt with as agreed — 
either referred to the agents, or executed direct, a commission 
being reserved for the agents. 

The agency agreement usually stipulates also that the 
agents shall not deal or be interested in any other firm’s goods 
of the same class. 

Del Credere. — firm employed by another to act in the legal 
capacity of agent would not be responsible for the fulfilment 
of contracts they arranged with third parties on their principals’ 
behalf. But in such cases — ^which are rai’ely met with in 
foreign agency business — a clause may be inserted in the 
agreement making the agent liable for payment on all orders 
procured by him. He is then said to be a Del Credere Agent, 
In consideration of the agent’s guaranteeing payment by 
customers, the principals are commonly charged an extra 
commission (say 1%) called Del Credere Commission , or 
Qvarantee, 

Finance. — Having acquired a sole agency, a good firm of 
agents may assist their principals to finance the business. 
Whereas most of the stock, for example, is sent on Consignment 
to be paid for when sold and realized, the agents may 
agree to take some on Current Ajc, that is to buy outright. 
Such expenses as advertising, special journeys to obtain 
business, and other chargee incurred in the mutual interest of 
principal and agent are frequently divided. 

Duration. — Another point of importance is the length of 
time the agency agreement is to remain in force, and the 
manner of terminating it. The agent would not do much 
pioneering work if he were not guaranteed the sole agency for 
a year or two certain After that the principals usually reserve 
the right to determine the agency if the turnover does not 
exceed a certain figure, and a third period is commonly 
mentioned in the agreement in which the agency may be 
determined by either party giving notice in writing to the 
other. 

Determination of an agency means putting a limit to its 
duration ; but its termination is the end of it. 

Foreign Buyers^ U.K. Office. — ^A number of foreign and 
colonial railways, mining, sugar and rubber companies, etc., 

^ See Principles and Practice of Bueiness, p. 286. 
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and large import firms abroad, have an office in England 
through which their purchases are made, and some of them 
appoint export firms on this side to act for them as their 
bujring agents. 

Such firms are worth canvassing, and if the manu- 
facturer has an office in London or Manchester, with show- 
rooms and a town traveller or two, considerable business 
may be done on the spot which might otherwise be lost. 

The Export Houses. — The greater part of the overseas 
selling business is in the hands of export firms, who buy 
outright of the maker here, pay promptly, and take the 
trouble and risk of shipping and marketing the goods 
abroad. 

Many of these firms import and export simultaneously, 
their business having been built up by personal negotiation 
on the part of their founders or travellers who have spent 
part of their lives on the foreign 03 ntres with which they 
deal. In the early stages of trade with new countries 
exporting is a necessary corollary of importing, as the 
ea^ trader has nothing to offer for the native produce but 
go^s, and if he wishes to sell European manufactures he 
must accept payment in goods. Trade continues in the 
form of barter until moneychangers or banks or their 
equivalent follow in the wake of trade. The first bankers 
are usually merchants, and a few of the big foreign mer- 
chants carry on banking business to this day. 

In the already developed commercial countries the 
foreign trader combines import with export in order to 
make double use of his connections with the home and 
foreign markets. 

The export houses consist of two main classes : (a) 
Meroliants, who buy and sell on their own account, and 
frequently hold a stock of goods (e.gr. the textile and hard- 
ware warehouses), and (6) commission Agents, who buy on 
behalf of foreign principals. 
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Forwarding and Shipping Agents sometimes do a commission 
business too, though without further responsibility than that 
of handing sellers the money in exchange for the goods which 
they collect together and ship to their principals for a commis- 
sion. 

The Commission Agent who buys from home manufac- 
turers, etc., on behalf of foreign principals is liable for 
payment to sellers here, just as though he were buying for 
himself. He could save himself from personal liability by 
stating clearly on his orders that he was “ acting as agent 

for and on behalf of Messrs of or 

words to that effect ; but manufacturers would not accept 
such orders unless they knew the people on the other side 
to be of substantial means and prompt in their payments. 

Legally, the Commission Agent, whether buying (export- 
ing) or selling (importing) for a foreign principal, has the 
authority and obligations of a ‘‘factor " (see p 389). These 
firms do not usually reveal the name of their })rincipals 
to buyers or sellers here, and are as personally liable on the 
contracts they make as if they were acting on their own 
account , neither do they always declare to their ])rincipals 
the names of the firms with w^hom they are dealing Hence 
they are sometimes styled “commission merchants.’’ 

The Exporting Commission Agent’s work consists of 
obtaining quotations for his principals abroad, and ordering 
and shipping goods for them He is rewarded by his 
principals with a buying commission, ranging from (say) 
1% to 5% of the net price which he pays to the manu- 
facturers. Many exporters charge their commission on 
cost plus charges. The percentage depends upon the 
amoimt of work, capital and risk involved. 

Manufacturers usually allow shippers special discount 
for export and for cash, but the commission agent — when 
employed on a commission basis — must not take any such 
discounts for himself, nor receive any secret commission 
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from the sellers. As agent for his principals he must 
answer for all moneys spent on their account, and content 
himself with the agreed buying commission. This rule does 
not apply, however, where the exporter quotes a “ net ” 
price (p. 327). 

Export Prices. — The following diagram shows the names 
of the most usual quotations, with the charges customarily 
included in each : 


SCHEDULE OF SHIPPING CHARGES 

AND 

EXPORT QUOTATIONS. 


Cost of Goods . 

Packing 

Cartage to station . 
(Jam age to docks . . . 
Lighterage 
Dock Charges 

Loading 

Port Rates or Harbour 
Duos 

Bills of Lading 
Freight 

Customs formalities 
Consular Invoices or 
(Certificates of origin 
Landing at destination 
Marine insurance. . . 
Dock charges on arrival 
Statistique {i.e. Cus- 
toms entries) 

Import Duty 
C<artage 
Warehousing 
Carriage to interior 
Octroi (if in Franco) 
Delivery to buyer's 
domicile . 


, I Packing Extra. 
Loco ; ex works ; 
ex warehouse. 

f.o.r. 

free docks. 


f.a.s. 
f.o b. 


c. f. (unusual), 
c.i.f. or c f. & 1. 


Franco domicile. 


The various charges incurred in connection vdth various 
shipments are carefully separated by the forwarding agent 
and the dock company, according to the instructions of the 
exporter (or importer) employing them. The expenses can 
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thus be properly shared between the parties concerned, 
according to the terms of delivery to which they have 
agreed. Thus, if the seller has quoted 

Ex. Warehoase, ex works, or “ loco,” the buyer naturally 
pays all expenses. 

Free on Bail (f.o.r.) means that the price includes cost of 
cartage and handling up to delivery into railway waggons. 
This condition is called free on hoard in the United States. 

Free Docks. — These terms are satisfactory to the exporter, 
but not to the foreign buyer, who risks having to pay charges 
incurred at the wharf if the goods have to wait for a steamer. 

Free alongside Ship (f.a.e.). — If the vessel is to load in mid- 
streajn this condition is better for the buyer than deli\^ery free 
docks, but sellers do not undertake to pay the cost of getting 
the goods on board from the lighters. 

Free on Board (f.o.to.). — Loading is generally included in the 
rates of freight quoted by the regular lines for general cargo, 
but where heavy weights have to be handled, even from the 
quayside, the cost of special loading tackle may be a great 
consideration. In the case of full cargoes, the charterer 
usually has to pay for labour, slings and other tackle used m 
loading and unloading. By quoting f.o.b. the seller includes 
in his price all expenses (including dock charges) up to delivery 
aboard the steamer. 

Cost and Freight (c. ft f.)* — This quotation is not often met 
with. Buyers overseas who have their own floating policies 
sometimes order on these terms, but the method involves 
unnecessary trouble in ewi vising name of ship, etc., to enable 
the buyer to declare each shipment. 

Cost, Insurance and Freight (c.i.f.). — ^This includes all charges 
up to landing at port of discharge. 

Franco. — franco price includes the cost of delivery from 
door to door, and duty. To quote franco domicile is a nsky 
proceeding for the exporter unless he has intimate knowledge 
of conditions on the other side. Before quoting such a price 
reliable information should be obtained through the Board of 
Trade or Chamber of Commerce, or the exporter should ask 
a transport company for an inclusive quotation. 

Form of Quotation. — Export quotations may be expressed 
in two ways. The exporter may quote a price per yard. 
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bon, or other unit, delivered f.o.b., ci.f., etc., or he may 
send a proforma invoice showing the cost ex works, and 
an estimate of the subsequent charges. Jf he quotes a 
definite figure, c.i.f., etc., either per unit or on the total 
quantity as shown in a proforma invoice, he must keep to 
it ; but in the latter case he usually covers himself with a 
clause to the effect that his estimate is subject to fluctua- 
tions in the cost of carriage, freight, insurance, and any 
other charges. 

A special book is kept in the Exporter’s ofl&ce to record 
c.i.f. or franco calculations. The pages should be numbered 
to correspond with the Quotation Reference Number 
(see p. 323). 

CALCULATIONS. 


01245 Abdtd Mohamad Essam, Colofnbo. Oct. (ith, VJ . . 

500 pieces each 12 yds. Swiss Embroideries 
sample 83876. 

- 6,000 yards at 2^1. per yard= £56 6 0 

Packing and Packing Case 3 0 0 


£59 5 0 

Freight, London to Colombo £2 5- 

Inoi dentals, say 15 - 

3 0 0 

£62 6 0 

Commission 2^% 1112 

C.I.F. per 6,000 yards £63 16 2 

C.I.F. per yard 2f pence net. 

01246 Lampreys^ Limited, Hong Kong. Oct. VUh, 19.... 

100 tons Galvanized Sheets. 

6/8 ft. X 8/3 ft. Corr. x 24 G. per ton £48 0 0 

Freight, Incidentals and Petties, 

per ton 3 10 0 

Commission „ 15 6 

C.I.F. per ton £52 15 6 


M.T. 


X 
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Fulfilment of Contract. — ^Whether the exporter quotes 
loco, f.o.b., or c.i.f., etc., he is liable for loss or damage in 
transit due to his own negligence. Having quoted, say 
f.o.b., the exporter must see that the goods are properly 
packed for sea transport, that they are put safely on board, 
and that clean bills of lading are given and transmitted to 
the buyer. If he pays any charges subsequent to loading, 
such charges are added to the invoice, and must be paid by 
the buyer. 

Unless a contrary interpretation can be given to the 
contract of sale, delivery is comjdete when the goods have 
been received by a carrier or other bailee for transmission 
to the buyer. The condition c i f . does not alter the place 
of delivery, but only expresses the consignor’s liability to 
pay the charges for freight and insurance The seller is 
not responsible for inherent deterioration during the 
journey ; but he would be liable for deterioration due to 
faulty packing. 

The advantage to the buyer of a quotation which includes 
delivery is that it shows him just what the goods would 
cost delivered. 

Inquiries and Quotations. — ^When an exporUT receives 
an inquiry for goods which he does not keep in stock, he 
has the inquiry copied on his own inquiry forms, and sends 
copies to likely manufacturers. Commission agents deal 
with all inquiries in this way, as it is not their business to 
quote from stock. 

The makers’ quotations and samples, if any, are then 
compared, and sent out to the customers as they are, or 
copied on to the exporter’s own quotation forms. 

To facilitate reference, all quotations are usually num- 
bered, the same number being copied in red ink on the 
original makers’ tender, and recorded for reference in a 


Quotation Book or Sample Reference Book. 
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QUOTATION BOOK 

OB 

SAMPLE REFERENCE BOOK. 


VLei No 

Diiti* 

From 

To 

l)parrii)tlon. 


19 . 




01241 

Oct 6 

Crossloy Cas 

Sunpanjee 

V^ertical J]ng, 

2 

>> 99 

Fetters 

99 

99 

3 

*9 »« 

Andrews & Judd 

Hai Wan 

Pipe Line 

4 

99 99 

Ajax Stain pgs. 

A Lagmonie 

Locks. 

r» 

99 

Holder, Flawil 

! 

A. M. Essain 

Swiss Em- 
broideries 


Indents. — An indent is an order from abroad : in parti- 
cular, an order given liy an overseas firm to a commission 
agent here to buy gocxls for him The conditions contained 
in the indent are ofkm laid down by the exporter, as will 
be clearly seen from the example shown on page 331 . 

A closed indent contains explicit instructions as to the 
goods required, including the ])rice and name of the makers. 
Closed indents are simply copied into the commission 
agent’s own order sheets and sent to manufacturers to 
accept or refuse. 


CLOSED INDENT. (Kxirnrf) 


Indent No. 1 1 7. Palm Biuldmgs, 

Dunedin, N.Z., 


Messrs. H. Lawson & Co., 
London. 


30t// March y 19 .. 


Please j^'^rrhase arid ship to vs by an early steximsr the goods 
named heloiVy and insure them for the amai4rit of yovr Invoice 
with ten per cent, added thereto for imaginary profit. For your 
reimbursement y please draw on vs rn favour of the National- 
Bank of New Zealandy wUh which we have arrange that your 
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Draft on U8^ with documents atta^hed^ shall he accepted as cashf 
discount and premium being placed to our account. 


Locks to be purchased from Hobbs, Hirst & Co. — 

4 doz. Gal, Iron Padlocks 2^^ (Catalogue K3, p. 34, No. 118) 
6 „ „ „ 3" „ „ 126 

12 „ „ „ 4-^ „ „ 130 

At lowest possible price. 

Original Manufacturers’ invoice to be sent. 


An Open Indent is one which merely states what is 
wanted, and leaves it to the agent to get quotations and 
order to the principal’s best advantage. 

OPEN INDENT. ( Extract ) 


11. Handkerchiefs in half-dozen Cartons, yellow wrappings, 

as Indent No. 432/21, our name to be printed on the 
box. 

5 gross Cotton Print, yellow border, sample 22 
2 „ „ „ plain white ,, 23 

2J „ Cambric, assorted „ 24 

12. Snap Fasteners, tinned, 15 gross. Repeat last order. 
Items 6, 7, 8, 10 and 1 1 subject to our confirmation. 


An open indent may give the agent carte blanche, with or 
without a price limit, or it may be subject to confirmation, 
telegraphic or otherwise. 

The Shipping Order to manufacturers contains instruc- 
tions regarding packing, marking, delivery, etc., and usually 
defines or reiterates the terms of the contract. (See p. 333.) 

Shipment. — Just before the goods are due for delivery 
the exporter writes to the manufacturers to find out when 
they will be ready. He then selects a suitable steamer, 
ascertains .whether there is likely to-be sufficient cargo 
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space, and sends shipping instructions to all manufacturers 
whose goods he wishes to combine in the one shipment. 


SHIPPING INSTRUCTIONS. 


London, lith October^ 1922, 


Messrs, M'Lean <&! Go,, Coventry, 

Please forward ^oods against our Order No. 897 dated 
f)th September, for shiiunent per s.s. Dunkeld, sailing nth inst,, 
closing nith tnst, loading at Royal Albert Docks, London, E,, 
addressed to our Order. 

Please advise us by return if you cannot guarantee shipment 
by the time stated. 

Invoices to lie sent in triplicate, si lowing gross and net 
weights, measiu’oments, marks and numbers. 

Edwabd Carson & Co. 


Soft goods are usually delivered to the exporter’s address 
or to a firm of export packers acting for him. They are 
then examined, folded, packed, port-marked and sent down 
for shipment. 

Hardware or machinery, on the other hand, are usually 
forwarded by manufacturers direct to the dock, and if sold 
f.o.b. they are of course put on board at manufacturers’ 
expense. 

It now remains for the Commission Agent to attend to 
the shipment of the goods : to prepare the bills of lading, 
advise the superintendent of the docks, insure, and (where 
necessary) to obtain the necessary certificate of origin or 
consular invoice. 
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Invoices. — ^W^hen working on a commission basis the 
exporter usually sends his principals the original suppliers* 
invoices attached to his own. 

COMMISSION AGENT’S EXPORT INVOICE. 


Invoice of 8 Cases Machinery shipi)ed per s.s. Dunkeld 
for Mo'iUet'ideo by order and for account and risk of 
Messrs, Jose de V^sra y Cia. by 

Edward Carson & Co. 

Gross and Net Weights as 
21/28 = 8 Cases, shown on original invoices 
Montevideo attached hereto. 


Nos. 


£ 


d. 

£ 

s. 

d. 

21/3 

M‘Lean & Co., Coventry, m- 








voice ... - 




84 

10 

0 

24 

Rotary Drill Co., Sheffield, 







i 

invoice - - - - 




63 

2 

0 

25/8 

Orchard Bros., Ltd., Sheftield, 








invoice .... 




114 

17 

0 






262 

1 0 

0 


Charges : 

Railway Carriage on Ceases 25/8 








from Sheffield - 

2 

4 

0 





Freight, 1-11-2-0 








at 60s. - - £4 14 6 








Primage lO'J,', 9 5 


Q 

11 






0 

0 





Insurance, £300 at II5. % and 








Policy Stamp - 

1 

13 

6 





Dock and Town Dues, etc. 


12 

7 





Bill of Lading and Petties 

1 

3 

0 

9 

17 

0 






272 

6 

0 


Commission 5% 


* 


13 

12 

4 


At current rate of exchange = 285 18 4 

1345 Dollars 49 cents. 


We have drawn on you at 30 d/s for 
above amount through the Anglo - 
South American Bank, Ltd., 
documents to be surrendered 
against payment. 

E. & O.E. 


London, \^ih Oct., 19.... 
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Enclosures. — It sometimes occurs that the foreign 
myers have ordered other goods independently of the 
ommission agent, in which case they may ask him to 
ollect together such goods, include them with their ship- 
nent to save trouble and expense, and pay suppliers. The 
ixporter charges a slight commission for such services, and 
inters the values on a separate invoice, or in separate 
columns of the same invoice, to avoid confusion in calcu- 
lating his commission at different rates. 

Net Price. — Commission agents do not always work for 
a fixed commission The amount of the agent’s commission 
is a matter for agreement between himself and his principals, 
and he may, if he likes, quote them a net ” price including 
his commission. If, then, the “ net ” quotation is accepted, 
the principals cannot aftcTwards question the exporter as 
to how much profit he has made. 

The documents reproduced on the following pages will 
serve to illustrate a transaction between a firm of com- 
mission merchants in London and their customers in India. 
It will be noticed that the exporters quote their own prices, 
and no mention is made of the manufacturer. In such a 
case the exporter occupies the position of (a) Merchant for 
the sujiply of the goods, and (6) Agent for attending to 
shipment. 

A net price means a gain to the agent if he sees an 
opportunity of making more than his fixed commission 
and yet do well for his principals and retain their custom. 
On the other hand, where manufacturers only quote ex 
works or f.o.b. the principals may prefer to know exactly 
what the goods will cost them delivered c/i.f. or franco, 
and are glad if their agent will quote “ net ” including 
delivery. 
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EXPORT TRANSACTION. 

Purchase and shvpmerd to Colombo of Swiss Embroideries 
by London Commission Merchant, 

1. Messrs. F. Page & Co. of London, general import and 
export merchants, have received from their customers, Messrs. 
A. Mohamad Essam & Bros, of Colombo, an Inquiry with 
3 numbered samples of Swiss Embroideries, of which they 
desire a Quotation for 30 pieces each. 


2. London Merchant's Inquiry to Swiss Manufacturer 


F. Page & Co. Jst October, 19. 

F. Page 

G. Mitchanu 

84 Grecechurch Street, Messrs. J. Bolder, Ftls, 

London, E.C. 3. Flawil, 

Switzerland. 


Telephone 0927 A\enuo 

Inland Telegrams . “ Pagina, Grace, London 

Foreign Telegrams • “ Pagina, London ” 


Please quote us your lowest prices and best export terms for 
the undermentioned, delivered Free English or Continental Port. 

State how long your quotation remains open, and earliest 
probable date of delivery. 

Embroideries m jiieces of 12 yards assorted as follows : 

Ref. No. 83876 83948 84083 

Pieces 30 30 30 

Yours faithfully, 

F. Page & Co. 
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3. Manufacturer’s Quotation to Exporter : 


J. Dolder Flls, 

Fabrique de Broderie 
Suisse. 


Ylsrwil, J^h October, 19 ... 

Messrs. F. Page <Ss Company ^ 
London. 


Dear Sirs, 

Replying to your esteemed inquiry of the Ist mst., 
we beg to quote for three different designs of Embroidery as 
per enclosed samples. 

J. Dolder Fils. 

Ref. No. 83876 30 x 12 yds. at per yd. 

„ 83948 30 X 12 „ at 2|d. „ 

„ 84083 30 A 12 „ at 31(7. „ 

Prices ^ler yard net. 


Terms. 3J‘*o prompt cash. 

Goods free London or Continental Port, packing free. 
Certificate of origin (if required) at cost price. 
Delivery 3/4 weeks after confirmation of order from 
here. 

This quotation remains open for 2 weeks. 
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4. Exporter's Quotation to Customer : 


Telephone Avenue 0927 (3 lines) 
Telegrams “Pagin a,” London 


Al, A.B.C 4th and 5th Editions, 
Bentley’s, Premier and Prh ate Codes 


F. Pace & Co., 

F Pawe 
G Mitehain 

84 (Jracechuroh Stroot, 
London, E.C. 3. 


To Messrs. A. Mohamad & Bros. 

Delivery : Free English or Continental Port. 

Terms : Cash in London. 

Option : Subject to market fluctuations. 

Code Word : Brodifla. Conditions as per margin. 


I i ^ f 
I ^ - 

e S I ! 

-a s 

ill J : 

S t 

m 

i«“j 

lili 

|i| Iji* 

e ►•S. 


m ^ Cji * 

* 

^^-: = s 
z 
2 


5 * 

20 

Hi 


Kcforenee No. 12345. 

Embroideries in pieces of 12 yards as- 
sorted as under : 

Ref. No. 83876 at 2|d. 83048 at Sd. per yd. 

Pieces 30 30 

Ref. No. 84083 at 3 Jr/, per yd. 

Pieces 30 

Packed as usual in fancy yellow envelopes, 
open faced, your name and address to 
be printed thereon. 

Delivery in aiiproxirnatoly 4 weeks. 

Without engagement. 

London, 6th October, 1022. 

Thro’ Abdul Worah & Co. 
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5. Customer’s Indent to Ex^^orter : 


Indent No. 639. 

Through Colombo, 23rd November, 19... 

Messrs. Abdnl, Worah & Co., 

Colombo. 

To Messrs. F. Page & Co., From A. Mohamad Essam & Bros., 
London. Kayman’s Cate. 


Dear Sirs, 

I/we hereby authorize you to buy and ship on my /our 
account and risk the whole or any portion of the under- 
mentioned goods. 

I /we authorize you or any one on your behalf to draw^ upon 
ine/us at 30 days’ sight for full amount of Invoice or Invoices, 
and such Bill or Bills 

I/we bind ourselves to accept on presentation and to pay at 
maturity plus interest as customary. Should I/we fail to 
acco])t or to pay at maturity such Bill or Bills, I/w^e hereby 
authorize your Agents, A. Worah & Co., Colombo, to dispose 
of the dociunents or goods either by jirivato sale or by public 
auction on my /our account and risk, and I /we hereby undertake 
to make good any loss or deficiency that may occur by reason 
of such sale. 

The date of delivery to carrier to count as shipment, and no 
goods to be cancelled for late delivery unless the stipulated 
time has been exceeded by more than twenty days on each 
shipment, and any time lost in referring tins order to be added 
to the time originally given for shipment. 

I /we wdll examine the goods within twenty days of landing, 
and no claim whatever will be made after that time. 

In the event of any dispute, survey to be held according to 
Chamber of Commerce Rules, or the same shall be referred to 
one or two European Merchants, who in cause of need shall 
appoint an arbitrator, and I/we agree to accept his or their 
decision as final. The usual survey fees to be paid by the 
losing party. 

I /we wdll not hold you liable for delay or non-delivery arising 
from strikes or any combination of operatives or from any 
cause beyond your control. 

Anything wa:itten on this sheet in any other language than 
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English besides my /our own plain signature to be considered 
null and void. 

Commission per cent. Insurance per cent. over. 

Invoice amount payable at 
K / \M Colombo. 

/ 639 \ 

E 


90 pieces Embroideries, each piece 1 2 yards, assorted as under : 
No. 83876 at 2^d. ; 83948 at 3d. ; 84083 at 3Jd. per yd. 


Pcs. 30 30 30 

Free Englisli or Contiiioutal Port. 

Packing as usual in fancy yellow envelope, open faced and 
with the following name and address printed : 

“ A. Mohamad Essani & Bros., 

No. 11 Sea Street, 

Colombo.’^ 

ShijytiieuL As early as possible. Shipping sample should 
accompany Invoice. 

Certificate of Origin must be sent. 

Yours faithfully, 

(Sgd.) A. Mohamad Essam & Bros. 
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ORDER. 


No, Y. 123. Ref, I.R. 654. 

Established 1789. 

From 

F. Page & Co., 

London, 21st Dec. 19.... 

84 Gracechurch Street, 

Messrs. J. Dolder, Fils, 

London, E.C. 3. 

Flawil, 

Tblegeaphic Address . Pagina, 
Grace, London.” 
XELErHONE : 9927/9 Avenue. 

Switzerland. 


90 pieces Embroideries, each piece 12 yards as under : 

30 pieces No. 83876 at 2Jd. per yard. 

30 pieces No. 83948 at 2Jd. per yard. 

30 pieces No. 84083 at 3Jd. per yard. 

Shipping samples with certificate of origin to be sent with 
invoices. 

Packing as usual in Fancy Yellow Envelope on which is 
printed the unden nentioned address : 

“ A Mohamad Essam & Bros., 

No. 1 1 Sea Street, 

Colombo,” 

Price as above, less 2^% and 1^%. F.O.B. Continental Port. 
Terms of Payment : by Gheqiie second Tuesday after shipment. 
Shipment 3/4 weeks. Shipping instructions m due course. 
Invoice in triplicate with statement showing Cash Discount, 
Marks y Noa.y Weights, and Measurements to he given on 
Invoice. 

Merchandise Marks Act to be observed. 

t', I'AGE & uo. 

Should any details not he found 
correct, kindly inform us in your 
acknowledgment, which must be sent 
by return of post. 


7. The next step for the Exporter is to consult the sailing 
cards of the various shipping lines plying to Colombo, and to 
find a suitable steamer loading at a port as near as possible to 
the Manufacturer’s address. 

In due course the Exporters instruct the Manufacturer to 
forward to London for shipment by the s.s. Mandasor loading 


Mabks and Nos. 



/ 639 \ 


E 

Colombo. 
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in the Royal Albert Dock, and closing on the 8th February. 
Messrs. Dolder employ one of the Continental forwarding and 
shipping companies to convey the goods to London — say the 
World Transport Agency, Ltd., Messrs. Stockwell & Co., Ltd., 
or Messrs. Robert Park & Co., Ltd. 


8. On receiving advice that the goods have been delivered 
to the docks for shipment by the s.s. Mandasor the Exporter 
proceeds to prepare Bills of Lading, to ensure the shipment. 

9. Exporter’s Invoice to Customer : 

No, 717. B. 3. 

IN\T)T(T:. 


of Goods shipped per s.s. Mandasor to Colomlio. 
by F. Page & (\). for risk and on account of 
Messrs. A. Mohamad Essam & Bros, of Colombo, 
marked and numbered ns jter mnn/tn. 


Order dated 


London, 10th February, 10. .. 


K ' M 

/ 030 

1 (^ase Embroideries 
Measurement ; 

26^ X 26^ X Ur 

W’eight : (iross, 2..*! 0 

Net 2.1.5. 

E 

Colombo. 

?H7 

30 pcs No. 83876 at 2 p. y<l 
30 „ No. 83948 at :W. 

30 „ No. 84083 at 3^^/. 


! Freight 7 ft. 4 in. Min. 
Primage at 

CUise ami Packing Charges 
Railway Carriage, Haulage 
Dock Dues, 1/-, Toum Dues, 

1 /- and Entry 

/i / Lad mg 2/6, R jSfainp 

Petties 

Insurance on £20 at 12/6^\, 
ami Policy Stamp 

Bank Fee 

Bill Stamp 


C.I.P. Colombo. 


E. O.E. 

- _/ 



£ ^ Us, 


3 

15 




4 

|1() 

- 

j 


5 

5 

- 






13 

10 

1 

5 





2 





3 

- 




3 

1 





1 


1 

15 



£ 

15 

5 
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10. Finally, the Exporter draws an “ interest bill ” on his 
Customer in Colombo, in accordance with the terms of the 
indent, and negotiates the draft through one of the Eastern 
banks in London. 

Direct Trading. — Reasons have been given elsewhere^ 
for the existence of middlemen in the Home Trade, most 
of which apply with equal force to export trading. Some 
producers manage to free themselves from the export mer- 
chants and agents, but in overseas business the difficulties 
of direct trading are greater than at home. 

In any case suitable agents are essential to successful 
selling abroad by manufacturers, and most producers 
find they cannot do without the independent export houses. 
The manufacturer's function is to produce what is required 
and seek proper channels of distribution. By undertaking 
both manufacture and distribution to foreign markets he 
is likely to incur a financial and moral burden that may 
handicap the efficiency of his service or the quality of his 
goods. And by seeking to trade direct he naturally makes 
enemies of the home merchants whose province he invades. 

The merchant is able by his connections and experience 
to study the requirements and peculiarities of foreign 
markets, though in this respect the manufacturer naturally 
gets better assistance from his own agents or representa- 
tives abroad than in the course of his dealings with 
export houses on this side. But the exporter is particu- 
larly helpful to the manufacturer here in that he has 
usually plenty of business to offer, and guarantees payment. 

To his customers abroad the exporter, whether merchant 
or commission agent, offers advantages winch foreign 
importers can hardly do without. To ship goods to 
strangers in foreign countries is a notoriously risky business, 
and manufacturers are not anxious to undertake it. A 
foreign or colonial importer wishing to buy direct would be 

* Principles and Practice of Business, p. 4. 
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required in most oases to send cash with order, or at best 
the manufacturer would require cash against documents 
in London or other port of shipment. If .cash is sent with 
the order the buyer has to wait for his money for a very 
long time, for he cannot recover it until the order has 
been executed, and the goods are shipped, delivered and 
sold. Moreover, once the manufacturer has got his money 
there is little incentive for him to execute the order 
promptly, and if the goods are unsatisfactory the foreigner 
will find it difficult to get satisfaction from a distance. 

Where goods are to be ordered from several different 
manufacturers, direct trading may be facilitated by the 
overseas buyer employing a shipping agent on this side, 
and arranging that each manufacturer shall deliver the 
goods to the shipping agent, and look to him for payment. 
In this way an economy is effected in shipping charges, and 
the makers do not get their money until they have supplied 
the goods. The shipping agent would charge about 1% 
commission on the value of the purchases, in addition to 
his 5% or so on forwarding charges. 

But the Commission Agent’s fee includes all these 
services, and instead of having to pay before shipment the 
buyer usually gets d/p or d/a terms, and in many cases 
he is allowed credit, or is called upon to pay his accounts 
periodically by open drafts (without documents) at long 
usance. In the Eastern trade such bills are not infrequently 
dishonoured — an occurrence which shocks the Eastern 
mind less than that of the Westerner — but the commission 
agent is not always dismayed. His dusky client may be 
a wealthy man for all that, and is as anxious to maintain 
his relations with the exporter as the latter to recover his 
money — ^in the long run. But such methods of business 
do not suit the manufacturer. 

In some cases the buying agent’s utility lies in his 
technical knowledge. A closed indent gives the exporter 
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no opportunity to use his judgment ; but commission 
business is not all done on such lines. The exporter is 
better acquainted with the home market than his foreign 
customer, and there are a few buying agents who specialize in 
the shipment of machinery, boilers, constructional steelwork, 
etc., and act as consulting engineers as well as merchants. 

In case of disputes the British exporter is in a far better 
position than his overseas principal to enforce the latter’s 
claims. To institute legal proceedings from the other side 
of the globe is costly and highly unsatisfactory, The 
exporter is on the spot and can get the best advice ; indeed 
disputes are less likely to end in legal proceedings when the 
claimant is a substantial firm on this side, whose custom 
manufacturers are anxious to maintain 

Finally, by employing the services ♦ of a commission 
agent, the foreign or colonial buyer actually pays little or 
no more for his goods. Manufacturers protect the export 
houses by means of special export discounts, thus enabling 
overseas buyers to purchase cheaper through an agent than 
direct. To the maker’s net price must be added the agent’s 
commission, but that includes for services which greatly 
economise in the cost of shipment, and the commission is 
frequently no greater in amount than the export discount. 

Foreign Telegrams. — The cost of sending telegrams to 
distant countries is so heavy that every clerk in an 
exporter’s or importer’s office should make it his business 
to know the most economical way of compiling the message, 
and the best route to use for every telegram which has to 
be sent abroad. Before going into details it may be stated 
briefly that Foreign and Colonial Telegrams may be sent 
(a) through the Post Office ; (6) by one of the cable com- 
panies ; or (c) by Marconi (wireless) ; and may be written in 

1. Plain Language ; 

2. Code Language ; or 

3. Cipher. 
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Bonte. — ^Telegrams for near European countries and 
for North Africa ^id Prance are sent through the Post 
Office ; but Denmark, Gibraltar, Greece, Libya, Malta, 
Morocco, Portugal, Rhodes, Eastern Russia, Spain 
Sweden, the Azores, Canary Islands, and all extra-European 
countries are served by the telegraphic companies. Special 
forms are provided at the Post Office for foreign and 
colonial telegrams. Telegrams written on forms supplied 
by the telegraph companies are also accepted at the Post 
Office, but to avoid delay any telegram for transmission 
by a telegraph company should be handed in if possible 
at the office of the company concerned. 

EUROPEAN SYSTEM. 


(In no is a hmer *<1110 than 1 (»^/ acc*f|it»*d for a (oloprain or rpi>l\ ) 


] 

For e.n li 

1 

For each 


V\ onl 


Word 


1 d 


jt d 

Albania Vallona 

<f 41 

Holland 

0 2 

Algeria (or Algiers) 

0 21 

ICKIANl) - - - - 

0 4 


EXTRA-EUROPEAN SYSTEM. 


'I 


ORhINAKY IlATF . For oarh 
I Wonl 


Ai'Strai 1 a — rontinv^ 

C Paciftf Cable 
Flinders | routes as 
Island J above 
in tig I Eastern Co 
Island I Indo-Eirro- 
1 lH*an ( *0 

Woodlark Island, i>o - 

Bahamas AnRlo-AinejUan 
C’/o. 

Direct U S Co. - 
French Co 
Westeni T^nion 
Co 

Oominereial Co - 
via Marconi 


A t! 

3 2 
[25 

j 

2 1 


DftERRKi) Hath 




for teleuraiUH in plain lan- 
KUUKe aeceiiteil on londi- 
tion that thev jnaN , h 
neeeHrtar\ , be defeired dnr- For each 
iiiK traimnii^aion in favour ol Word 
fiill-rat« teloin'ains The 
indication “ L(’() ” or 
“ LCF iH counted and 
charged for 




ll'sTRAUA -continued 

n*a( iflc (’able 

Flinders routes as | 
Island I abo\e I . 

King i Eastern Co. | * 

Island llndo-Euro< I 

I iKjan (’o ; 

Woodlark Island, Do - 1 

Bahamas - - - 1 


61 

7 

21 


A list of the various telegraphic routes and charges for 
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foreign and Colonial telegrams is contained in the Post 
Office OuidCt from which the foregoing extract has been 
taken by way of illustration. 

Plain Language consists of words, figures or letters used 
in their ordinary meanings, and composing a message 
written in any one of the principal European languages 
and written in Roman characters. Fifteen letters are 
allowed in any single word when plain language is used, 
and any excess up to fifteen letters is charged as another 
word. 

Although messages may be condensed into a fewer number 
of words by the use of telegraphic codes, plain language may 
be cheaper for short messages, as the niunber of letters allowed 
for each word is greater, and when plain language is used 
advantage may be taken of the special Deferred Rates referred 
to in the above table. Telegrams in plain language may also 
be sent by wireless (Marconi), which is cheaper than cable. 
Special reduced rates are charged for press telegrams sent 
between 6 p.m. and 6 a.m. 

Code Language consists of pronounceable gi’oups of letters 
that are not real words, or words the context of which 
has no intelligible meaning. Words of more than ten 
letters, whether code words or not, are charged for extra 
at the rate of ten letters per word, 

A number of Standard Codes and vocabularies are published, 
such as the A.B.C., Lieber’s, Bentley’s, Scott’s, and the Western 
Union code. In addition to these, all firms doing much over- 
seas business use Private Codes specially adapted for com- 
municating with their own customers. 

Tlie following is an extract from the A.B.C. Code, 5th edition : 


Code No 

Code Wordb 

HIL 

Hi 11(8) of lading — t'ontituted 

or)527 

llandeariaii 

Hill(8) of lading already forwarded 

05r>28 

Uandearou 

("annot forward bilKw) ot lading. 


Handel 

Cannot forward bill(8) ol lading as you wish 

or)5‘do 

Handellinn 

lias arrived, no bilKs) of lading received. 

05531 

Handenoln 

Have you received bilUs) of lading ** 

05532 

Handeraio 

Hill(s) of lading to hand 

05533 

Handorbi*e 

HlU(s) of lading to hand but not In order. 

05534 

Handerolaa 

Hill(a) of lading for not received 
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Copies of all telegrams should be sent by next mail, 
together with a transcription. The following example 
wm illustrate the use of the ordinary phrase code : 

London, 20th January, 19... 

Traksoription of telegram sent 16th Jan., 19... 
to M The British Malayan Trading Co., Singapore, 
from H. Johnson Co. 

Bracken Telegraphic Address of British Malayan Trad- 

ing Co., 

Singapore Singapore, 

Amatonga s.s. “ Amatonga ’* 

Bandellina has arrived, no bills of lading received, 
Johnson H. Johnson Sc Co. 

The above code message would cost at the full rate of 
28. lOd. per word Ih*?. 4/i. The same message expressed in 
plain language as : “ Bracken Singapore Send Bladings 

Amatonga Johnson,” and sent at deferred rate {Is. 5d. per 
word) would only cost 68. Hd. The reason is that the message 
is so short that the use of the code only effects a saving of 
one word. 

Cipher Telegrams axe those containmg series or groups of 
figures or letters having a secret meaning, or not fulfilling 
the conditions of plain language or code. Letters and 
figures cannot be combined in one group. 

Any standard vocabulary with code numbers and code words 
in parallel columns may be used to compile a cipher message, 
by means of a key consisting of a word of ten different letters, 
e.g. “ Flypowders,” “ Bankruptcy,” etc. 

Example. — By way of illustration we will transcribe a 
message taken from the A.B.C. code, but turned into letter 
cipher with the key “ Lernonjuicy ” : 

“ Standarco Lisbon Eniey Ecmiy Meunl Walker.” 

Standarco Telegraphic address of Standard Fruit 
Lisbon. Co., Lisbon. 

Eniey — 25820 There is an unfavourable change in the 
market. 

Ecmiy —29380 Do not commence packing until you 
have further instructions. 

Meunl =32761 Telegraph what date you expect to be 

ready. 

f 
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Private Oodea. — A great deal of information may be 
condensed into one code- word by the use of private codes 
constructed to meet the special requirements of the business 
for which they are used. There are a number of ingenious 
systems in use, which may be classified 

1. Simple Codes ; 

o n u- X* n A r(®) Syllable codes. 

2. Combination Codes 

1, Simple Code , — ^The following example, extracted from a 
trade catalogue, explains itself : 


STANDARD BLACKSMITH’S TOOLS FOR 
SHARPENING DRILL STEELS. 




I Telegraph Name and J’riee 

Shop 

No, 

Naim* 

“ A ” Size 

B ” to “ F ” 8lze 

“ Cl ” and “ 

H ” bize. 




if! d 


Is d 


i s d 

302 

Dolly 

Vogeledeia 

0 10 0 

\ ogeleduo 

0 12 (> 

VogeledoR 

0 18 0 

103 

Sow 

Vogeledent 

0 10 (> 

Vogelediga 

OIL (> 

Vogetoduto 

0 10 0 

104 

Spreader 

Vogeledero 

0 0 (> 

\ ogelediiie 

0 (> 0 

Vogelefana 

0 0 0 

105 

Flatter 

^'op[eledha 

0 5 3 

Vogeledior 

0 0 3 

Vogelefeci 

0 0 0 

100 

.S^^age 

Vogeledian 

0 5 3 

\ (tgeledius 

0 .'> 3 

Vogelelfdi 

0 8 0 


2. (a) Syllable Co 7 rib'inution Code , — In the next example sizes 
are expressed in length and diameter by a combination of roots 
and tcrniuiations : 


STEAM HOSE PRICE LIST. 



Size, Inches 

I-'# 

Priee 

IMT 

Foot 

Priee without 
CouplingH 

Price with 
Coupling at each 
end 

Net Weight 
one Length 
uith (Jouplings 

Tele- 
grapli 
Termi- 
nals (sec 
Boots at 
bottom 
of page) 


25 feet 
Lengths 

50 feet 
I^eiigths 

25 feet 
U>ngth« 

50 feet 
lx*ngtlis 

25 feet 
Lengths. 

50 feet 
Ijcngths 




i 8 d 

a 8 d 

Usd 

& 8 d 

£ d 





2 

5 

0 2 3 

2 15 9 

5 11 0 

3 10 9 

0 0 () 

31 

57 

ufFa 

iin 


! 0 

0 2 8 

3 4 9 

0 9 0 

3 19 9 

7 4 0 

30 

07 

ufflo. 

le j 

1 

I 5 ‘ 

0 3 0 

3 19 2 

0 18 H 

4 5 9 

7 15 0 

38 

70 

uflas. 

•line , 

1 

1 0 

0 3 4 

4 3 3 

8 0 0 

5 0 0 

9 3 0 

45 

84 

ufolo. 

und { 

11 

5 

0 3 0 

4 7 0 

8 14 0 

5 8 0 

9 15 0 

47 

8(> 

ufos 


d 

0 

0 3 9 

4 17 6 

9 15 0 

5 18 6 

U) 10 0 

53 

98 

ugado. 

Telegraphic B 

cots 

Zymac. 

Zynar. 

ZVBOU 

ZnLus 





Example. — “Three Zysoniiflas ” = Three twenty-five foot 
lengths of 1-in. diameter marline womid steam hose with 
coupling at each end. 
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(6) Figure Combination Code , — The highest development in 
private codes is attained by the use of a series of figures, 
which are to bo read in groups of two, three or four, each 
group being taken from a separate code table referring to 
pattern, width (of cloth), quantity, price, and time of delivery, 
or any combination of these. It is convenient to use ^ series of 
ten figures, whicli may be translated into a pronounceable 
group of syllables of ten letters and sent as code language. 
The figures are fomied into a code w'ord by means of a table 
such as the following : 



A 

E 

1 

0 

U 


A 

K 

1 

0 

H 

00 

05 

10 

15 

20 

1* 

50 

55 

00 

05 

C 

01 

OG 

11 

10 

21 

Q 

51 

50 

01 

00 

1) 

02 

07 

12 

17 

22 

R 

52 

57 

02 

07 

F 

03 

08 

13 

18 

23 

S 

53 

58 

03 

08 

(i 

04 

00 

14 

10 

24 

T 

54 

50 

04 

(50 

H 

25 

30 

35 

40 

45 

V 

75 

HO 

85 

90 

JiJ 

20 

31 

30 

41 

40 

\\ 

70 

81 

8(» 

91 


•>7 

32 

37 

42 

47 

X 

77 

82 

87 

02 


28 

3i 

38 

43 

48 

Y 

78 

Hi 

88 

03 

X 

2<) 

34 

30 

44 

49 

1 

Z 

79 

84 

80 

94 


Example. — To interpret from our figure cotie the* ni(»ssage 
“ Doremifayo,*' we first wiite out eacli syllable as a group of 
two letters from the above Conversion Table : the result is 
the senes 1757380393, which we then proceed to divide into 
groups according to the code system we have adopted, viz. : 

175—7—38(1—39- 3. 

Our code system may be arranged as we like it, to meet the 
peculiar requirements of our business ; but wo will imagine that 
in this case the first three figures give the pattern no., the 
4th figure the width, the 5th, 6th and 7th refer to quantity and 
date of shipment, the 8th and 9th to jirice, and the last servos 
as a check figure derive<l by adding uj) the other nine digits and 
[lutting down the last figure of the total. 

Referring to the approjinate tables, wo find that the groups 
mean : 175 = Pattern No. 175. 

7 — Width 38 inches. 

380— 19 pieces — to be shijiped (no time given). 

39 -at 45^d. per yard. 

^3 = check figure from total 43. 
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Exercise 12. 

1 . State some methods by which orders for foreign trade 

can be procured. (U.E.T.tpc.Inter.) 

2. What do you understand by a sole agency ” ? State 
briefly a %w conditions you would expect to find in a selling 
agency agreement. 

3 . What do you undorstaml by goods sent “ on consign- 

ment. ” ? If 1 send goods on consignment to a firm abroad, 
in what relationship does the consignee stand to me ? What is 
the name, and what is the character of the document which 
the consignee sends to mo when ho has performed his part of 
the business ? (S.A.cc.II.) 

4 . Explain fully the functions of the coimnission agent in 

the ex])ort trade. (U.E.l.tpc.Int.) 

5 . Does a foreign importer gam anything by buying on a 

c.i.f. price ratlier than on a f.o.b. price ? Would he gain 
anything if ho bought at a price f.a.s. instead of at a price 
c. and f. ? Explain your answer fully ? (S.A.cc.II.) 

6. (a) From the }ioint of view of the wholesale export 
trader, what constitutes satisfactory execution of an order by 
a manufacturer who lias placed the goods f.o.b. ? (S.A.tpc.lI.) 

(6) Is an exporter responsible for sound delivery at destina- 
tion of (a) goods sold f.o.b., and (6) goods sold c.i.f. ? 

7. If a Bradford merchant is prepared to sell cloth ex 

Warehouse at 15^. 9d. ])er yd., \\hat will be the price c.i.f. 
Genoa in Lire per yard on a shipment of 800 yds., packed 
111 5 cases each measuring 3 ft. 6 in. x 3 ft. 6 m. x 2 ft. 6 in. ; 
Gases and jiacking 16s. each ; Carriage to clocks £5 10^. ; 
Dock charges 5s. dd. iier case ; B/L 2s. 6d. ; Freight £6 10s. 
per ton mcast. ; Marine Insurance on £700 at 4:S. % ; 104 

hre = £l ? (S.A.cc.III.) 

8 . A merchant wa« asked to quote for goods to the cata- 

logue value of £90. Ho quoted the list price, less 7^%. The 
three cases in which the goods were packed cost 6«, 95. apiece ; 
Consular invoice was 2s. 6d. ; Freight £4 10s. 9d. ; Insurance 
25s. on a declared value of £110. A duty was payable on 
the goods at port of destination of 25 ^ Sketch out 

invoices for the shipment : (a) f.o.b., (5) c. and f., (c) c.i.f., 
(d) Franco port of destination. (S.A.cc.II.) 

9. ( 1 ) If you ai'o prepared to soil 5000 yards White Sheeting 
ex warehouse for lOJil. per yard, what price per yard would 
you quote a South African buyer c.i.f. Capetown, if the packing 
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of 8 cases cost 13^. 9cf. each ; carriage to docks £1 2s, dd, ; 
dock charges 18a. 3d. ; B/L 2a. 6d. ; freight £27 10a. ; and 
insurance a.a.r. could be effected at 5 guineas % ? 

(а) Mention two kinds of Marine Insurance other than 

a.a.r. and explain what tliey mean. (S. A.cc.II. ) 

10. Mr. John Collins, of Manchester, writes Messrs. Grant & 
Co. of New York, to acknowledge receipt of order. Ofle states 
that full attention will be given to it ; how and when the goods 
will be shipped ; when the shipment is made, invoice and 
copy of B/L will be sent. Mr. Collins hopes that Grant & Co. 
will be fully satisfied, and trusts to receive the continuance 
of their past favours. 

Draw up the above letter as it w ould appear in practice. 

(U.L.C.cc.4.) 

11. (a) Make out a c.i.f. invoice from the following, and 
also giv^e the amount of the invoice c. and f. and f.o.b. : — 

15 doz. Wiite Cotton Turkish Towels, at 6d. per doz. 

36 ,, Cairo „ ,, at 25s. 3d. ,, 

28 „ Grey Sultan Cotton „ at 11s. drl. „ 

2 pieces Grey Cotton Rollering = 43 yds. at l{d. per yd. 
Packed in 5 cases, total w^eight, 20 cwt. 1 qr. Carnage to 
docks at 35^. per ton ; Dock charges 9d. ; B/L 28. 6d. ; 
Freight £25 18s. ; Insurance at 15«. on the value declared. 

(N.B . — It 18 not necessary to spend time in ruling up the 
invoice. It is sufficient to show^ working and approxmiately 
correct results.) 

(б) What IS a floating policy ? If you, a shipper, had in 

force a floating policy, how w^ould you effect insurance on 
the shipment ? (S. A.cc.II.) 

12. As correspondence clerk to the shippers, W. Wood & 
Co., 19 Upper Thames Street, London, E.C. 4, draft from 
the following rough notes, imder date January 16, 19.., a 
letter of advice to the consignees, B. Howard & Co., 129 
Fourth Avenue, New York City : — 

Notes , — Their Indent No. 1923 — 5 cases woollens B. H. & 
Co. in a diamond 843/847 — per Cunard ss. “ Mongolian ” 
ex L’pool 18th inst. — Invoice value £846. 10s. drawn for at 
30 d/s through Lloyds Bank Ltd. — Consular and ordinary 
invoices, B/L, Policy attached — D/P. (S.A.cc.III.) 

13. Draw up, in proper style and form, a foreign invoice for 
the following : — 

Batley, 20th December, 19.... Shipped by Rowlands & Co. 
to P. M. Angula & Co., Calcutta. 

P.M.A. & Co. I Calcutta. 5 cases, each containing 24 

pcs. 48'" Coloured Vicunas, ecich 48 yds., at 7Jd. 
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Assortments of blk., brown, navy, grey, drab, in each case. 

Deduct 1| per cent, discount. 

4/- X 2/2 X 4/-. 4 cwt. 0 qr. 0 lb. per case. 

Extend and add the following charges : — 

Packing 128, Qd, each case. M/u, dd, per pee. Fire 
Insurance, Jth per cent, on £200. Carr, to Birkenhead, 15s. 
per ton wtt Dues at per case. Ft., 35s. per ton meast., 
and 10 per cent, primage. Marine Insm ance on £220- at 6s. Sd. 
f.p.a. and stamp. 

Show the total. (L.C.U.cc.4.) 

14. Show the j)ric*e per yd. of the goods foiiiiing the above 
invoice (a) c.i.f. Calcutta, and (b) f.o.b. Birkenhead. 

(L.C.U.cc.4.) 

15. What is the difference between a Cash Discount and 
a Trade Discount ? Why is it usual for Manufacturers to offer 
a larger discount to Shippers than to home traders ? 

(S.A.tpc.II.) 

16. A city merchant receives from abroad an order for 
goods, which in due course is executed. State as fully as you 
can the various documents that will have to be prepared in 
connection with this order, from the tune of its receipt m 
London down to the date \^hen the goods are dispatched. 

(S.A.tpc.m.) 

17. (a) If you were ship})ing goods abroad, and were making 

a draft on the consignee for the c.i.f. value through a bank, 
state exactly what documents would have to be attached to 
the draft. (C.I.S. Inter.) 

(b) Sometimes a buying agent. em]>loyed on a commission 
basis, quotes a “ net price to his principal. What is the 
meaning of a net price m these circumstances, and what is 
the agent’s object m quoting a net price ? (S.A.tpc.II.) 

18. Why do not all foreign buyois deal direct with manu- 
facturers of British goods instead of buying through the local 
agents in their own country or the export houses here ? Who 
are the foreign buyers ? 

19. Explain the difference between and relative advantages 
of plain language, code and cipher telegrams. 

20. Describe three distinct private code systems, and show 
some uses to which each could be jiut when applied to any 
business with which you are familiar. 

21. You are an exporter of stationery and have received an 

order from Melbourne for your stock lines, value, say^ £100. 
State the procedure >ou would follow in getting the goods to 
your customer in Melbourne. (^.A.cc.II.) 
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IMPORTING. 

British Imports. — The greater part of our imports consists 
of raw materials and food-stuffs. The importation of foreign 
manufactured goods is, however, an important business, 
especially in London, where merchants not only purchase 
manufactures for sale within the country, but also for 
re-export and, to a considerable extent, for direct shipment 
to overseas markets. 

As in the home trade, so in the foreign trade, the distri- 
bution of manufactured goods differs very widely from 
the customary methods of dealing with produce and minerals. 
In the sale of produce the centralised market features very 
prominently, whereas manufacturers and the users of their 
goods have little use for such institutions apart from 
occasional visits to exhibitions and such events as the 
Leipzig or Lyons fairs. 

MANUFACTURED (JOODS. 

We will first consider the different ways in which British 
buyers of goods manufactured abroad may satisfy their 
requirements : 

Direct Buying. — Manufactured goods are comparatively 
rarely imported without the helx) intermediary who 

makes fordgn trade his special business, because the buyer. 
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in order to deal advantageously, must be familiar with 
the names of foreign manufacturers and the goods they 
produce, and to get served well he must be able to offer them 
contracts worth executing. This is where the middleman 
is useful. If he specializes in foreign buying he can offer 
people at home a good selection, and may even offer 
delivery from stock, thus saving the small purchaser much 
trouble. 

Exporting commission agents and wholesale merchants 
here place considerable orders m textiles, fancy goods and 
hardware direct, ordering to sample or catalogue, or after 
discussion with travellers. Some of the wholesale houses, and 
indeed one or two of the large retail firms, send out buyers, 
and oven open up huyhig offices or agencies in foreign centres. 
As this class of buyer deals in large quantities, the trouble 
and expense of seeking out foreign makers and negotiating with 
them is worth while. Such methods would not, however, be 
profitable for a small retailer, and m addition to wasting his 
time he would m most cases have to send cash with order. 

Manufacturers in a small way of business are not usually 
anxious to export direct at all, but supply to order to local 
dealers in their own country, who market theii’ goods for 
them. Jf wholesalers here wish to deal with such people 
they have to give them attractive contracts. 

Mining, Quai’rying, Railw^ay and Factory plant and Con- 
structional Steel-work offer less opportunity to the middleman, 
as orders arc executed to buyer's specification, and the agent's 
or merchant’s work is therefore confined to negotiatmg between 
makers and users. Such expensive installations as colliery 
by-products plants, locomotives and rolling-stock, etc., €ire 
important enough to justify special visits of representatives. 
The foreign works have usually plenty of people familiar with 
the English language, and the colliery or railway ongineei*8 
are in most cases as well informed or better, on the technical 
side, as any manufactui'ors’ agents. 

The same rem6U*k applies to the Home Trade. 

The buyer is not always able to get into direct touch with 
makers abroad ; for the latter in some cases ^dispose of 
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the whole of their manufactures through selling associations 
or syncliccUes, And in Belgium, for instance, there are inter- 
mediaries calling themselves “ brokers,” who acquire iron 
and steel in such quantities as to create a sort of monopoly, 
forcing buyers to come to them for supplies. 

Foreign Manufacturer’s Agent in U.K. — One advantage 
which even engineers have in dealing with an agent in 
England is that by so doing they have somebody near to 
claim on if anything goes wrong. An important question 
in placing contracts with foreign manufacturers is the place 
where delivery and j^ymerU are to be made. 

A German manufacturer at (say) Duisburg, if asked by an 
English fii*iii to quote for machinery, will probably insert in his 
tender the words “ ErJnUwigsort Duisburg^''' which means that 
the contract is to be executed in Duisburg, the gootls are at 
buyer's risk on delivery ex works, and any claims arismg out 
ol the contraxit must be settled in Duisburg, according to 
German law. In English law every British subject has to be 
cited before a judge in his own place of residence. 

To a foreign manufacturer wishhig to develop trade with 
this country, an agent in a central town is almost a necessity. 
The agent can employ travellers to canvas buyers, and is as 
well placed to secure orders as an English maker. 

The English agency may bo (a) an off -shoot or branch of the 
factory itself, kept in funds by the latter and acting in the nalne 
of its principals as agent, or (6) an independent firm working 
under an agency agreement. Of the latter sort most work 
imder their own name, and even register their own trade-mark 
here. Some work on commission, and others as merchants, 
selling at their own prices. Many are materially ctssisted by 
their principals, who may share the cost of advertising and 
even travelling, and supply their agents with a stock of goods 
on consigmnent. 

In any case the agent is fully responsible to customers 
here for proper execution of contracts — unless he acts in 
the name qf his principal — and is careful, when negotiating 
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important business, to impose at least as severe conditions 
on his manufacturers as he has to agree to himself. 

By selling under an English name and trade-mark agents 
sometimes intentionally conceal the origin of the goods they 
sell. In order to prot^t British mani^actures against the 
intrusion of foreign makers the Merchandise Marks Act 
was passed in 1887, which provides that goods arriving at 
any port in Great Britain, bearing the name of the consignee, 
a trc^e name, or marks which ii5er that they are of British 
manufacture, and which are not indelibly marked or stamped 
with the narm of the country of origin^ are stopped by the 
Customs, and are only released when the required con- 
ditions of the Board of Customs are complied with. But 
the sign Made in Oermany, etc., is quickly removed, and 
firms importing machinery and tools may set up a fitting 
shop in a central manufacturing town to assemble the 
various parts, some of which are then usually obtained 
from English makers in order to warrant the goods being 
sold as British. 


PRODUCE. 

The quality of manufactured goods is usually identified 
with the firm supplying them. New inventions are pro- 
tected by me.ans of patents ; manufacturers and wholesale 
firms commonly brand their goods with trade-marks to 
make sure that they shall be recognized, whoever may have 
the selling of them, and large sums are spent in advertising 
their merits. 

Producers of foodstuffs and raw materials must also 
build up their business on a good reputation ; there are 
good and bad cultivators. But the personal element is 
not usually of sufficient importance to identify natural 
produce with its cultivator after he has disposed of it. 

Produce is very often identified with its place of origin. 
Thus we speak of Darjeeling, Souchong, Assam, Indian and 
Ceylon teas, Para rubber, Sumatra tobacco, Valencia 
pudding raisins ; indeed the place of origin is always of 
interest in describing produce. The quality or “grade’’ is 
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ascertained and stipulated between buyer and seller by means 
of samples, or by other methods which will be explained later. 

From Grower to Shipper. — Small cultivators usually 
sell their produce to local dealers or consign them for 
sale by brokers at the local or coastal markets. In its 
journey from the fields to the coast most produce passes 
through the hands of several intermediaries, each one doing 
his part in the work of concentration of supplies to the ports 
and preparation of the produce for shipment. 

This concentration of supplies is particularly necessary m 
dealing with produce which has to bo baled for transport 
to the coast, or undergo other processes which can only be 
done econonncall^" on a large scale— -in the butter and bacon 
factori(‘S, slmightcr-houses, drysalteries, etc. 

All imported produce is thus concentrated to the port of 
shiiJment, and diMrihuted from the port of arrival. And 
whether the middlemen be independent or united into one* 
company the same systcmi of division of labour prevails. 

Shippers and Importers. — ^The foreign or colonial shippers 
thus acquire large quantities of jiroduce from various 
sources, which they forward to importers hero and in 
foreign countries. 

Usually the importer receives the goods on conBlgnment, 
i,e. for sale by him as agent, for the account of the shipper 
to whom he renders an Account Sales (sec p. 3(il), showing 
the amount realized by the sale, less exjienses incurred on 
this side and the iraj^orter’s commission. The difference, 
viz. the net proceeds, is of course payable to his principal, 
the shipper, after deduction of any documentary bills 
accepted or amounts otherwise advanced by the importer. 

It should not be imagined that the importer, since he is 
acting as agent, takes no risk ; far from it. He is respon- 
sible to his principals for payment by buyers here, and since 
he invariably has to give financial assistance to the shipper 
he runs the risk of financing an unsuccessful adventure. 
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The shipper either obtains cash against documents at port 
of shipment by means of a bank credit arranged by the 
importer here, or he draws against documents for about 
80% of his own valuation of the consignment as shown on 
the j)ro forma invoice. So the importer must either 'pay or 
accept before he can get possession of the goods, and if the 
consignment does not realize as much as he has advanced 
or accepted for on the draft now held by the bank here, he 
must trust his principals to refund the difference. The 
difference is called a BhortfaU, and the amount is either 
withheld from the proceeds of the next consignment or 
drawn for in a shortfau draft sent out through the bank to 
the consignors for collection. 

It is the importer’s business to avoid being swindled by 
mushroom firms thousands of miles away, who are only 
too anxious to consign him unsaleable stuff, or send him 
shij^ments at an exaggerated ])ro forma valuation On the 
other hand he must do his level best for really good shippers 
in order to keep in their favour. 

To buyers on this side the importer is of course 
absolutely responsible for (quality and proper execution 
of contracts, and if buyers do not fulfil their obligations 
the importer usually claims in his own name, without any 
mention of his principals overseas, of whom his customers 
know notliing, and who, particularly those in India and 
West Africa, very often seem, to our ideas, a quaint and 
unbusinesslike people. 

Principal and Agent. — ^Though commission agents, both 
importing and exporting, usually act in their own name, 
and sue in their own name if necessary, their principals 
may take legal proceedings into their own hands if they wish 
to do so. Although, when the contract was made with the 
buyer or seller here, the latter had no knowledge of the 
principal’s existence, it is quite possible for the agent to 
step out of the transaction and leave his principal to fight 
his own battles. But if the principal is unsuccessful he 
cannot proceed again through his agent. Proceedings may 
be taken by principal or agent, not both. 
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IMPORT TRANSACTION. 

Consignment of Mica from Calcutta to London. 
Sale through Broker by Private Treaty. 

1. The importers in London first receive from their principals 
in Calcutta the following Advice of Shipment : 

(a) Calcutta, ZOth April, 19.... 

Messrs. J. W. Burch & Co., 

14a Rood Lane, 

London, E.C. 3. 

Dear Sirs, 

Shipment No. 11. 

We have much i>leasm*e in sending you herewith the 
Invoice and Specification for 60 C/s Mica shipped per s.s. City 
of Oran, bound for London. 

We have valued this consigmnent at £423. 6^., as will be seen 
from the specification attached, but we have drawn on you, at 
customary usance, for £381 only. We recommend the draft, 

which has been negotiated with the Bank of India, 

to your protection. 

Please favour us with your brokers’ report upon and valua- 
tion of this con.signmont in due course. 

Yours faithfully. 

For The Eastern Mica Syndicate Ld., 

A. Walwin, Director, 

(h) Proforma Invoice from .shippers : 

Invoice for 60 Cjs Mica shipped per s.s. City of Oran 
and consigned to Messrs. J. W. Burch Co., for sale and 
realisation on account of the Eastern Mica Syndicate 
Limited. 


Marks and Noh 

I*ttrtlcuIar.M 

Amount. 

/' . 

Aggregate Value of 60 C/s 




/ 

Mica as per Specification 




/ B M S ^ 

attached hereto. 


£423 

6 






London, 





ft 8561/ 

^ 8620 

E. & O.E. 





Calcutta, 26th April, 7.9.,., 
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(c) Specification ; 


Specification of 



60 C/s Mahesu Mica. 
Per s.s. City of Oran. 


London 




Gross 1 

1 

Tare. 

1 Nott 

! 

1 ^ 

d 

|8661 

No. 2 Std. 2nd 

79i 

12 

; 671 

1 

1 at per lb. 8/- 

26 

18 

- 

quality 



1 




2 

„ 4 pt. std. 

141 

18 

1123 

»» 

.. 6/- 1 

36 

18 

- 

3 

4 

„ 4 stained 

If 4 „ 

141 

1291 

18 

18 

123 

nil 

\ 

j ” 

„ 3/8 ! 

42 

18 

I 

11 

5 

„ 5 clear 

141 

18 

,123 

1 „ 

4/2 

25 

|12 

6 


(Continued). 


|8616 

8 

9 

20 

„ 6 pt. std. 

„ 6 „ 

» 6] 

„ 6 > stained 

,» 6j I 

1 

142 

143 

141 

142 
141 

1 

19 

19 

18 

17 

15 

1 

123 

124 j ” 
123 ^ 

125 - „ 

Il26 J 

1 

1/- ! 12 

i 

/9 14 

7I - 

J. 

i 



1 

1 

1 ll 

£ 423 



Calcutta 26th April, 19. . 


2. On receiving advice of shipment, Messrs. Burch’s next 
move is to look in the “ Shipping Intelligence ” colunm of the 
daily paper, or else ring up the shipowners or their agents, to 
ascertain when the steamer is expected to arrive in London, 
and where she will be “ berthmg.” We will assume that she 
is expected to unload at Victoria Dock on the following 
Saturday morning, the 12th June. 

3. In the meantime Consignees receive from the London 
office of the Indian bank the following letter advising draft : 

(o) Dear Sirs, 

We beg to inform you that we hold a draft as per 
particulars at foot, which we propose to present and on your 
acceptance of which the relative documents will be surrendered 
to you. 

Draft No. 1143, 

Date: 29th April, 19.... 
at 3 m/s. 

Drawers ; The Eastern Mica Syndicate, Ltd. 

Amount : £381. 


M.T, 


z 
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(6) The Draft : 


No. 114. £381:—: — 


Indian 

StRnip 

Duty 


. Calcutta., Aprils 19, 
Three morUhs after sight of the First of Exchange 

(Second and of same tenor and date 

being unpaid), Pay to the Order of the 
BanJk of India, Ltd., the sum of Three hundred 
and eighty-one pounds — ^^^alue received in 60 C/s 
Mica per s.s. “ City of Oran."' 


on arrival ! 


To Messrs. J. IF. Burch <f? Co., 

For and on behalf of 
The Eastern Mica Syndicate, Ltd. 

^4. Walwin, Director. 

F. Sykes, Secretary. 


(r) The Tiiiporters accept the draft as follo^^'S : 


Accepted 

8th June, l»-- - 
Payable at Barclays Bank, 

Fenclnirch ht., •. 


In due course a messenger calls for the accepted draft, and 
hands over the documents in exchange. 

3. The Bill of Lading contains the following particulars : 

Consignees : Order 


M^RCiiN : 


London | 8561/8620 
60 C/s Mica to w’cigh 3 t. 14 o. 3 q. 7 lb. 

305/- per ton £57 Os. 1 Id. 
Exchange : 2/3J Rs. 504 11a. lOp, 

(a) Freight Calculation : 

Tons. cwt. qrs. lbs. £ s. 

3 ~ @ 305/. 45 15 

10 - - jier ton 7 12 

4 - - 3 1 

2 7 

1 3 


3: 14 : 3:7 


d. 

6 


7 

9 

Hi 


67 - 11 
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(b) Exchange Calculation : 

£57. Otf. \\d, at 2/3J per rupee = The number of pence in 
* £67 1 Id, divided by the number of pence in 


= Rs. 


2/3J (one rupee) 
13691 13691x8 

27J "" 217“ 


= R8. 604 11a. lOp. 


Working. 

£67 0 11 
__20 

1140 shillings 
12 

13691 pence 
8 

217 ) 109628 eighths ( 504 
1028 rupees 

160 
16 
960 
160 

217 ) 2660 ( 11 annas 
390 
173 
12 

217 ) 2076 ( 10 pies 


Proof. 

Rs. a. p. £ 8, d, 

604 @ 2/- 60 8 0 

/3 6 6 0 

01 5 3 


(d) 2/31 
8 r, 2/31 
2 
1 

10 


56 19 
1 


3 

li 

H 

If 

U 


504 11 10 @ 2/31 5 7 0 1 1 


4. The Marine Insurance Policy, issued to the Shippers by 
the Calcutta office of a London insurance company, covers the 
amoimt of the invoice plus 10%, and expressed m rupees. 

Calculation, £423. 3«. at 2/31 = Rs. 3745 roughly. 

Add 10% 374i 


Insure for (say) Rupees 4120 


Particulara inserted in the Policy, 


Rs. 4120. 

Premium ^ 1 ^}^% Rs. 23 12 10 
Stamp 5 

23 7 10 


Calcutta to London imtil 
safely stored where goods are 
destined for warehousing. 




#8561/8620 

60 C/s Mica. 


London 


{PfinUd in Margin,) 

Unless otherwise stated in writing, the subject matter of this insurance is 
warranted free from all Average unless the vessel or craft be stranded, sunk, or 
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burnt, but the insurers are to pay the insured value of any package or packages 
which may be totally lost in loading, transhipment or disciiarge, also any loss or 
damage to the interest insured which mav be reasonably attributed to fire, collision 
or contact of the vessel and/or cratt and/or conveyance with any external substance 
(ice excluded) other than water, or to discharge of cargo at a iiort of distress, and 
also to pay landing, warehousing, forw arding and special charges, if incurred. 

Grounding or Stranding in Canals, Harbours or Tidal Rivers not to be deemed a 
strand, but the Company shall pay for any loss to the Interest insured which may 
be reasonably attributed thereto 

Warranted free of Capture, Seizure, Arrest, Restraint or Detainment and the 
consequences thereof or of any attempt thereat (piracy excepted), and also from 
ail consequences of hostilities or vrarlike oiierations, whetiier before or after declara- 
tion of war 

Warranted free of loss or damage caused bv strikes, lockouts, workmen or persons 
taking part in labour disturbances or riots or civil commotions 

General Average and Salvage clauses payable according to foreign statement or 
York/Antwerp rules if in accordance with the contract of aflfrelghtriient 

Held covered at a premium to lie arranged in case of deviation or change of 
voyage or any omission or error in the description of the interest, vessel or voyage 

Special Conditions. 


FOR FREIGHT 

Including risk of craft and/or lighter to and from the ship, w'hicli craft and/or 
lighter to be deemed a separate insurance if desired by tlie Insured. 

FOR CARGO 

Including (subject to the terms of the Policy) all risks covered by this Policy, 
from Shippers’ or Manufacturers’ wareliouse until on board the vessel, during 
transhipment if any, and from the vessel whilst on (piays, wharves or any siieds 
during the ordinary course of transit until safely deposited in Consignees’ or other 
warehouse at destination name in Policy 

Including risk of craft, raft and/or lighter to and from the vessel Each craft, 
raft and/or lighter to be deemed a separate insurance The Insured are not to be 
prejudiced bv the negligence clause and 'or latent defects elaime in the bills of 
lading and/or charter-partv The seaw'orthiness of the vessel us hetw'een assured 
and assurers is hereby admitted 

It is hereby agreed bv the assured that m the event of loss or damage, notice 
prior to the survey shall be given to The M anal hi or Lloyd’s Agent 


The adjustment of all losws and othir inatb-rs relating to this Insurance siiali 
be made agreeable to the tenor of tliLs Policy and the established Practice 

All policies issued abroad and made payable in the United Kingdom 
are required by law to have a Government Stamp affixed within ten days 
after date of arrival in the United Kingdom. 

The insurance policy is endorsed by the importers if they 
wish to make a claim. 

6. The Importers are now able to take possession of the 
Consignment, and dispose of it on behalf of their principals in 
Calcutta. 

Some importers attend to the landing and soiling of the 
goods themselves ; but in this case Messrs. J. W. Burch & 
Co. employ a firm of Brokers to arrange for the landing and 
warehousing of the goods, find buyeis and arrange the sales. 

The B/L having been endorsed by the Bank and by the 
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Importers, the latter take it to the office of the shipping 
company for release, and hand it, with the following letter, to 
the brokers. 


London, ^th JunCy 19.... 

Messrs. E. W. Culluin & Partners, 

80 The Mmories, 

Aldgate, E. 1. 

Dear 8i rs, 

Wo enclose herewith bill of lading for 60 C/s Mica 
})or s.s. “ City of Oran ” from Calcutta, which w e request you 
to please receive for us on arrival. We understand from the 
shipping company that the steamer is due to arrive on or about 
the 11th inst. at Victoria Dock. 

Please let us have your rf*port and valuation at the earliest 
possible moment. 

Yours faithfully, 

J. W. Burch & Co. 

6. As the steamer is to arrive at the Victoria Docks, the mica 
could be landed there, and warehoused with the P.L.A. until 
sold. The brokers prefer, however, to have the goods at a 
riverside wharf specially devoted to this class of merchandise. 
Lighters are sent down to the docks to fetch the cases overaidCy 
and the wharfinger makes the necessary customs entry (p. 251), 
pays the port rate, weighs, tares and opens the cases for 
inspection, takes samples, allows the brokers’ men to come and 
make their valuation, and assists generally in preparing the 
goods for sale. 

7. The Broker’s Report and Valuation is drawn up in a 
manner similar to that shown for the specification, the brokers 
adding a criticism of the quality of the merchandise, present 
prospects of sale, and probable values. The prices ho names 
are not binding on anybody ; they are merely conjecture. 
But the broker’s opinion is valuable, as no one knows better 
than ho what the goods are w orth. 

Should the estimate shown in the broker’s Valuation be 
much lower than those shown in the sliipper’s proforma 
invoice, the importers might decide to abstain from selling 
for the present, in the hope of an improvement in prices. Or 
they might consult with their principals by cable or otherwise, 
and fix Bdserve Prices below which the broker must^not sell. 
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8. The Wharflnfirer invoices his services to the Broker, to 
whom he also looks for payment. 


Jacob’s Wharf, Aug,^ 19.... 
Messrs, E, W, CuUum Partners, 

Dr, to W. W. Jacobs & Sons. 

W. W. Jacobs & Sons will not be liable for any delay, loss of or damage to goods 
entrusted to or handled by them, whether or not arising from the negligence or 
wrongful acts of their servante, agents, or anyone, which can be recovered by 
Insurance, nor from any expenses or loss arising from strikes, combinations or 
labour disturbances 

W. W. Jacobs Sons are not hglit^rmen, but without liability arrange for the 
lighterage of goods to and from their warehouses under the terms of the London 
Lighterage Clause 

For Merchants* protection, everj Insurance Policy should contain the clause 
" Without recourse to Wharfingers or IJghtermen ” 

Cheques to be crossed “ London Countv Westminster & Parr’s Bank.” No 
receipts are recognized except on printed forms. 


192.... / , 

June 21. ' E M s / I 8576/82, 8565. 8 C/s Mica. 


London £ g. d, 

„ 24. Opening for inspection, attendance and nailing 1 6 

c qr lbs. 

„ 28. Rent 4 weeks 8576/82 7 C/s 8 2 18 

at 8d. per ton 1 2 

c qr lbs 

„ 27. „ 4 „ 8565 1 0/ 1 1 1 

at 8d. per ton 2 

2 10 
10% 3 

2 7 

Increase pending revi.sion of rates - 7 \ % 2 

War increase ----- 65% 1 10 

4 7 
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Mesera. E, W. CtUlum <Ss Partners {Continued), 

192.... £ 8. d. 

June 21. 8561/8620 60 C/S Mica 

c qr. lb 

Landing rate on 75 - 24 at 6d. per ewt. 117 7 

Customs examination .... 4 - 

Opening 13 C/s, Unpacking and Weighing 

8 C/s, Repacking and Nailing - - 1 4 7 

Samples 11 at 4d., 1 at 6d. ... 42 

Checking and settling tares 52 C/s at 2d., 

8/8, Coopering and Materials 4/3 - - 12 11 

July 4. Attendance, inspection 8 C/s. 

„ 6. „ „ 3. C/s at 4d. - - 3 8 

Port Rate Paid ... 32 

r qr. Ib. 

„ 30. Rent 6 w^eks 8583/620 38 C/s 48 ~ 20 

at 8d. per ton 9 7 

c qr lb 

Aug. 7. „ 7 „ 8563/4 2 C/s 2 1 17 

at 8(/. per ton 7 

,, 22. Opening for insjiection, attendance and 

Nailing 1 C/ - - - - - 16 

„ 31. Rent 11 weeks 8562, 8566/8 4 C/s 

c qr lb 

5-16 - - 1 10 


11 „ 8561, 8565, 8569/82, 16 C/s 


c qr Ib 

19 2 9 


- 

. 


7 

2 





5 

10 

9 

lO^’o total, loss Port Rate, 

£5 

7 

7 


10 

9 





6 

0 

0 

7^% on 

4 

16 

10 

0 

7 

3 

65% » 

5 

4 

1 

3 

7 

8 





8 

14 

11 

Brought forward - 


- 

- 


4 

7 





£^ 

19 

6 


Wheirfago Charges and all other disbursements made by the 
broker are eventually charged up by him to the Importer. 
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9. After each sale has been effected, the broker sends an 
Invoice to the Buyer, and an 

10. Account Sales to the Importer, with vouchers attached 
for any disbursements he may have incurred. 


BROKER’S A/S. 

Account Sales of 3 C/s Mica ex s.s. “ City of Oran ” from 
Calcutta sold on 5th July, 19 .. by order and for account of 
Messrs. J. W. Burch & Co. 


E M S 

1 

£ 


d. 

London 

lbs 


* 


$ 2562 

1 C/s weighing nett 123 





j draft 2 





121 at 7/- 

42 

7 

- 

63/4 

2 C/s weighing nett 234 





dft. 3 





231 „ 5/3 

60 

12 j 

9 



102 


9 

1 

Fire Insurance 1.5 - 




1 

Brokerage 2^o 2 1 3 




1 

1 

— 

2 

16 

3 

1 


100 

3 

6 

i 

Prom j)t 10^ %i(j. 1 9 . 




1 

1 

London 9 Aug, 19. . 
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11. When the bulk of the consignment has been disposed of 
the importer collects all the brokers’ A/S, together with vouchers 
relative to the shipment, such as Wharfinger’s Invoice, etc., and 
sends them out to his principals with his own Accoimt Sales. 


IMPORTER’S A/S TO CALCUTTA. 

Account Sales of 60 C/s Mahesu Mica Shipment No. 11 per 
s.s. “ City of Oran ” from Calcutta, sold and realized for account 
of The Eastern Mica Syndicate, Limited. 



London 


60 C/s Mica 


No. 8561 Not sold 
Nos. 8562/8620 59 C/s 

Net Weights as per copies of 
A/S attached hereto, at 7/- 
5/3; 4/10; 1/9; 1/7^; 1/1 ; 
lOd. respectively as shown - 

Charges, 

Landing, etc. - - - - 

Fire Insurance 2/6% 

Petties - . - . - 

Brokerage 2% 

Commission . - - - 


Your draft against above - 


E, d* O.J57. 

Calcutta, 2nd September, 19 ... 


8 il9| 
| 18 i 
111 
91 7 
4 ,131 


d.\ £ 


469 


10 24 

11 

; 1 

444 

14 

11 

381 



63 

14 

11 


8. d. 


It has already been stated that a commission agent is 
legally a “ factor.” If he is unfaithful or negligent in the 
performance of his duties his principal can sue him for 
damages ; but the principal cannot undo the contracts 
which his agent has made, though they may have been 
made without his consent. 

Firm Orders. — By no means all produce is imported on 
a consignment basis. Large quantities of foodstuffs and 
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much raw material are imported against “ firm orders ” by 
the importer, or by contract. Even regular commission 
agents, when prices have an upward tendency, naturally 
prefer if they can to buy outright, and thus get a bigger 
profit than the mere percentage allowed by shippers on 
consignments. The importer may then be termed a 
Merchant. 

Direct Trading. — ^The services rendered by the importer 
as an intermediary between the home buyer and the over- 
seas shipper are of great value. Through the market 
organization, with its brokers and importers, the wholesale 
merchant or user can obtain just what he wants at the right 
moment, and at competitive, current prices. On the other 
hand the importing produce agent is on the spot to pro- 
tect his foreign shippers interests, he guarantees payment 
to them, and usually helps them to pay their way by 
means of advances against shipments. 

Direct trading between producer and consumer is very 
rare, but that it does sometimes take place has been 
explained elsewhere ' 

In the case of cotton, for instance, there are spinners who 
place contracts with growers (hrect ; but in the cotton trade 
dnect trading more frequently takes the form of dealings 
with a shipper at an American cotton port, or with an 
American agent in Liverpool. 

Producers’ Office in U.K. — ^There is an increasing tendency 
among large growers abroad to appoint representatives in 
European centres. The economy of the usual machinery 
of the market or exchange, served by commission agents 
and brokers, can hardly be improved ; but the producer 
who sets up an office in London or Antwerp does so 
with the intention of pushing his way past intermediaries, 
who really have no more interest in him than in any other 
producer from whose consignments they might do equally 
well. 

^ Priticiples and Practice of BuHinesa, p. 27. 
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For example, Brazilian coffee is sold to a great extent by 
Brazilian agents in Europe, who submit “ standard samples ” 
of the coming crop, and are able, by means of cable com- 
munication with their principals, to offer and sell “ off the 
coast ” or for future slupment between stated dates. Much 
grain and cotton is sold in a similar manner. 

The producer’s representative, like the independent 
commission agent, may sell partly by private treaty with 
buyers direct, or through the market organization. 

Some of the large European import firms are themselves 
producers, and many, purely trading companies, buy 
through their branches in fore^ centres and ship the 
produce to Europe. The old East India Company and the 
present day Hudson Bay Company are notable examples. 
In a very few cases the same finn produces, ships, imports 
and distributes to the general public — ^as, for example, 
Ldptons, who have tea plantations in Ceylon and retail 
shops throughout the United Kingdom. The Co-operative 
Wholesale Society, Ltd., is the biggest organization of 
this kind in the world, but the co-operative retail shops, 
although members of the C.W.S., are not under the same 
management. Its business is not confined to planting, 
but extends to almost every branch of industry. 


EXAMPLE OF PRODUCING AND IMPORTING 
ORGANIZATION. 

The following outline of the trade in North African esparto 
grass, though not describing the organization of any one firm 
in particular, will serve as an example of what has been said 
m the last paragraph : 

The companies concerned in this trade are of different 
nationalities — ^French, British, Italian — ^but we will- here 
study the organization of a typical firm, having one office 
in London, another m Paris, and branches at five or six of 
the North-African coastal ports. The principal part of the 
business consists of shipping cargoes of esparto grass to the 
English and Scotch paper manufcwturers, the ^finest paper 
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being made of this material ; but the firm's dealings may 
extend to Algerian pahn fibres, ohv^e and geranimn oil, 
carpets, curios, etc., and even minerals. 

!^parto grass grows wild on the hills of Morocco, Algeria, 
Timis, and Tripoli, and is torn up by Arabs during the in- 
tervals between the harvests, when they have little else 
to do. 

Throughout the interior the Company has erected Collect- 
ing Stations or “ ChantierSy each consisting of a weighing 
machine, a stack of grass (with or witliout a shed to cover it), 
and a man m charge. As the Arabs pluck the grass they 
bring it to the chantiers, the man in charge weighs it, and the 
native receives the value in com (say fiv’e or six francs per 
100 kilos). 

At the chantiers the grass is tied up in sheaves, or consigned 
quite loose by tram to the nearest Baling Stution, which may 
be at one of the seaports, or at another chantier in the interior 
within easy railway communication of the others. It is there 
that the grass is compressed by means of horse-driven 
mechanical baling presses, or, at the more important centres, 
hydraulic presses, and bound with iron hoops. The bales are 
made as small as possible to reduce the cost of carnage 
and freight, as before baling the grass is very bulky, and 
a high rate per ton is charged for its transport on that 
accoimt. 

The baled grass is stored pending shipment in the (.’ompany's 
Warehouses at the different seaports— Oran, Algiers, Bizerta, 
8usa, Sfax, Gabes, and other towns — >vhero the C^ompany also 
have branch offices under responsible management. 

The whole system in North Africa is under the supervision 
of the Manager of the Algiers branch, and the various centres 
are kept in funds by cable transfers through tlie French banks 
in London. 

The London Office is kept advised of the amount of stock 
at each port, and receives detailed reports on printed columnar 
sheets showing the quantities available at each “ chantier ” 
in the interior, the prices paid, and the rate at w hich sujiplies 
are forthcoming. The officials in London can judge from 
these reports how much grass they can sell for shipment from 
each port. 

The London Office is assisted on the selling side of the 
business by a Fibre Broker, who for a commission of lJ-1 J% 
arranges con^aets with the paper manufacturers, and does a 
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great deal of work connected with the unloading of the steamers 
as they arrive laden with grass. 

In the busy season the broker calls frequently at the office 
of the Company to inquire how much can be disposed of at 
each port, and for Jan. /Feb., or Feb. /Mar. shipment, etc. He 


PAPER MANUFACTURERS 
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does his best to fit in his buyers’ requirements with the esparto 
companies’ ability to meet them. All contracts are for Forward 
Delivery^ as the paper manufacturers want to know well 
beforehand how much their material is going to cost, and to 
ensure adequate supplies as and when they are needed. 

The broker makes the contract of sale, the essentials of which 
he copies on two Contract Notes, one of which (called a Bought 
Note) he sends to the buyer, and another (called a Sold Note) 
to the seller. 
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BROKER’S SOLD NOTE. 


Telephone: Ave. 43011. 

Telegrams : Fibnllate, London-Fen. 

North- African Concessions, Limited, 

Deab Sibs, 

We have this day sold for yonr account to The Forst 
Paper Co., Qarston, subject to the conditions stated 
hereunder 

(One thousand to Twelve hundred) tons 
Algerian Esparto Grass (ten per cent, more or less as may 
he declared) for January I February shipment at the rate of 
£9 l’*s. (Nine pounds fifteen shillings) per ton landing 
weights, such price to include cost and freight to Qarston 
Dock and Insurance against all risks until safely stored at 
Buyers'" warehouse. 

Terms : Payment in full to he made in Buyers' Acceptance 
at three months' date from the tenth day after the goods 
are landed. 

Macfarlane and Judd, 

London, J'ith October, 19.... Brokers. 


As each contract is made a suitable steamer has to be 
chartered to call at the port or ports on the African coast from 
which the shipment will be made. The charters are arranged 
by a Shipbroker, as many of the steamers employed on this 
trade belong to French, Norwegian or Spanish compames. 

The shipments are insured under a Floating Pohcy, each 
shipload being declared immediately aftor loading, on receipt 
of telegraphic advice fro'ii tlie North -African branches. 

The Importer and the Markets. — ^Most commodities can 
be obtained from more than one source, and it is the 
importer’s business, whether he is working for a commission 
or on his own account, to seek out the best sources of supply, 
and regulate arrivals to suit his financial resources and the 
demand for goods. 

He therefore needs to be in constant touch with every 
market of interest to him the world over. Current prices 
on different centres are compared, and information gleaned 
from all possible sources — ^newspaper reports, telegraphic 
exchange quotations, business circulars from shippers’ 
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agents on this side, and special reports by mail or cable from 
the merchant’s own correspondents or agents in foreign 
markets. Nor are current prices everything. The tendency 
of the markets, the weather conditions and prospects of 
good or bad crops, extent of stocks ready for shipment, 
weekly reports of arrivals and shipments are all of import- 
ance in guiding the merchant in his purchases. If he can 
get his correspondents to teU him to what firms and destin- 
ations the shipments haye been made, so much the better. 

Not less in importance from the merchant importer’s 
standpoint is the condition of the freight market. Rates 
from equally distant ports often differ widely, and in 
placing contracts a rising or falling freight market may make 
or mar the prospects of profitaWe business. If the goods 
are bought f.o.b. the shipper completes his part of the 
contract by putting the goods on board, and it the buyer 
takes delivery in the interior or on arrival at a coast town 
he may run not only the risk of high freights but even that 
of not being able to find suitable tonnage at all for a long 
time. If payment is otherwise than in sterling the rates 
of exchange may alter matters, particularly where a silver 
or paper currency obtains on the centre in question, and if 
he finances his operations through the banks, the discount 
market here and at port of shipment will come into the 
calculation too. 

So it is not easy to reckon exactly how much per lb. or 
cwt. certain produce will cost the merchant by the time it 
arrives in the warehouse in England, and the matter is 
rendered more complex by the difficulty of obtaining much 
of the data required to complete the calculation. 

The produce merchant, i.e, the man who buys and sells 
produce outright in large quantities, and at his own risk, 
must have money and much ability His qualifications 
might be summarized as follows . — 

(a) He must have a good knowledge of the produce he is 
handling — although he is usually assisted on the 
technical side by agents and brokers ; 

(b) His market is the World Market, and it is his business 

to keep in touch with and make the best of it, com- 
bining local prices with freight rates and all relevant 
matters. 
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(c) He must be a clever financier, in order to make 
the most of his resources without wrecking the 
business by excessive commitments. 


Exercise 13. 

1. (a) Make out an A/S for 60 C/ Manchester Goods per 
s.s. “ Persian Duke ” sold on account of John Johns & Co., 
of Manchester, by Masters & Patel, Merchants and Agents, 
Bombay. 

Proceeds are : 20 C/ at £40 ; 30 C/ at £26 ; 10 C/ at £20 ; 
Consignees’ expenses, etc., are : Landing Charges, £7 ; Storage 
£19 ; Fire Insurance £1800 at 4/- % ; Commission 2J% ; 
Del Credere 1 % ; Expenses £3 ; Auction Expenses, 10 C/ 
at 6/-. (U.E.I.cc.Adv.) 

(6) What is meant by “ del credere ” ? 

2. How are manufactured goods imported from abroad ? 
Give reasons for the procedure you mention, and differentiate 
between goods required for retail distribution and industrial 
plant. 

3. A Sheffield firm wish to buy machinery from a Sw^edish 
factory having an agent in London. Should the firm deal with 
the agent or direct w'lth manufacturers ? Give full reasons 
for your opimons. 

4 . Some foreign manufacturers have a branch office or 
agency in the U.K. Describe what you consider might be the 
constitution and functions of such a branch or agent, and the 
adv^antages the makers expect to derive from being repre- 
sented here. 

6. Contrast the methods and machinery of buying and 
selling (o) raw materials, (b) manufactured goods. 

(U.L.C.tpc.3.) 

6. What is the difference between importing on a con- 
signment basis, and importing against firm orders ? And 
what is meant by a shortfall ? 

7. What is an Accoimt Sales ? What would you expect 

to find under the head of “ Charges ” in such a document ? 
Figures need not be given. (D.C.C.II.) 

8. Describe the function of the importing produce agent, 
and the manner in which he earns his living and justifies his 
existence. 

9. What advantage might a foreign or colonial shipper 
of produce derive from the establishment of an office in London 
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or Liverpool ? Under what circumstances would you consider 
such an arrangement inadvisable ? 

10. Describe in outline only the organisation of a company 
combining the functions of producing and importing. 

11. (a) What special qualifications does an importing 
produce merchant require in order to carry on his business 
successfully ? 

(b) Show how the import merchant’s dealings may be 
influenced by (a) the freight market, (6) rates of exchange, and 
(c) the discount market. 

12. Calculate (a) the freight on 5 C/s ea. 3' x 2' 6'*' x 4' 6" 

at 36/- per ton meast. plus 10% primage ; (6) Insurance 

premium on £350 at 12/-%; and (c) Value in rupees of 
£10 10s. 5d. at 1 /3j\^ per rupee. 


M.T. 


2a 



CHAPTER XIV. 

THE PRODUCE MARKETS 

Primitive Markets. — The oldest form of jjroduce Market, 
as a meeting-place for buyers and sellers, is the Fair. To 
most English people the word “ fair ” evokes memories of 
the roundabout and coconut-shy. Modem methods of 
communication have provided other outlets for trade, and 
the fair as a commercial function has become, in this 
coimtry, insignificant. 

In Asia and Eastern Eiiro])e, however, tlie fains are still 
iinpoitant centres of trade, an<l attract liiiyers from all jiarts 
of the world In the Ea.’^t great fairs, such as those held at 
Mecca in Arabia and Allahabad in India, are found to coin- 
cide with religious festivals. Hefore the revolution in Russia 
the fairs of Nizhni -Novgorod, Poltava, and Kharkov, which 
were held annually, witnessed the exchange of enormous 
quantities of pKiduco and manufactured goods. The Nizhni 
fair was the most important, and servecl as a market for 
Russian and foreign goods, notably textiles, hartlware, furs 
and cereals. 

The fairs of Leipzig (Saxony) and Lyons (France), 
w^hich are organized on modern methods, should be 
considered more as industrial exhibitions than as fairs. 
Hundreds of different branches of industry are represented, 
and the fairs attract thousands of exhibitors and buyers 
from all parts of the world. Leipzig Fair is an important 
centre for furs 

S7U 
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Sale of Imports. — ^Importers of Foodstuffs and the Raw 
Materials of industry distribute their produce, to the whole- 
salers or users respectively, through the following channels 

Either 

rl. To buyers’ direct. 

Independently I 2. Through the agency of Brokers, who 
OF THE Market ^ arrange sales by private treaty. 

/ 1. By personal dealing between buyers 
and sellers, the goods being brought 
on the market in bulk {e.g. vegetables, 
flint, meat, fish, livestock), or 
By Dutch Auction (e.g. fish). 

By Auction, the goods being stored 
elsewhere, and buyers given an 
opjiortunity of inspecting the bulk or 
On the Market. / samples taken from thebulk (e.g. wool, 

\ grocery, hides, etc. 

I 3. By personal dealing between buyers 
and sellers, the goods being stored 
elsewhere or deliverable at some 
future time. Quality ascertained by 
sample, type, grade, or description 
(e.g. gram, cotton, iron, provisions, 
coal). 

All sorts of commodities are sold by private negotiation, 
but the importer’s preference for the use of the centralized 
markets, as well as the nature of the market dealings, 
depends in each case upon his particular business con- 
nections and the class of goods which he has to sell. 

Whether goods arc sold on the market or otherwise, the 
world’s produce always gravitates to the great centres 
of distribution, such as London, Liverpool, Antwerp, 
Hamburg, Le Havre, Marseilles, Genoa, etc., and in most 
produce trades importers, whether they sell on the market or 
not, engage the services of a broker to place their consign- 
ments as they arrive. In some trades buyers appoint 
brokers to buy for them. 

Utility of the Market. It has been seen that the methods 
usually applied to the sale of manufactured goods, viz. 
advertisement, inquiry, quotation, etc., would be too costly 
and too slow for large-scale dealings in natural produce. 
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the quality of which is readily ascertained, and is not usually 
identified in any way with the producer, shipper or importer. 

Concentration of supply and demand on the central 
markets enables buyers to get quickly suited aa to 
quality, quantity, and time of delivery, and to buy at 
competitive prices. For the seller the market and the 
brokers attached to it provide facilities for economical 
handling and disposal which can hardly be dispensed with. 
Outside the mai'ket the importer would find it difficult to 
compete with market rates, for his own prices would have 
to include a bigger margin for charges, such as the cost of 
advertising and canvassing, and the regular maintenance 
of a trained staff to do only occasionally (as consignments 
arrive) what the broker undertakes for a small percentage. 

The Auction Sales. — Though furniture and other manu- 
factured goods when sold by auction are usually deposited 
in the sale room, the public sales of Produce comprise such 
large quantities that this arrangement would be incon- 
venient, and for economy in transport it is preferable to 
leave the goods at the docks or wharves until sold. 

The goods are usually put up for sale in “ lots,’' and each 
lot is deemed to be the subject of a separate contract of sale. 

The auctioneer circulates a Sale Cataiogrue among likely 
buyers, showing the number and a brief description of each 
lot. Buyers have an opportunity of inspecting the goods 
before the sale, either 

(а) by means of samples or show cases exhibited in the sale 
room or in the broker’s or importer’s sample rooms ; or 

(б) in bulk at the dock, wharf or warehouse where the 

merchandise has been landed or stored. 

The Auctioneer is usually the same person as the broker, 
for produce brokers who specialize in merchandise sold in 
this way are in most cases Uoensed anctdoneers, and conduct 
the sale themselves. The licence costs £10 per annum, and 
expires on the 5th July ; it has to be renewed at least ten 
days before^ expiration. 
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The Sales are organized by associations of brokers and 
dealers, who together support the sales rooms they use and 
pay subscriptions. The rules printed on the first page of 
the catalogues here reproduced should be carefully read and 
understood. 

EXAMPLE OF SALE BY AUCTION. 

Import and disposal of Consignment of Hides from South 
Africa. 

Note. — Hides are not always imported “ on consignment ” ; 
some of the biggest Colonial shippers have agetUs at the Continental 
ports Of sell direct, 

Messrs. Woodhouse & Hamilton, a London firm of importers 
and exporters, have arranged to receive consignments of South 
African Hides for sale on commission for the account of their 
principals, Messrs. Alex. Black & Co., of Capetown. 

1. The usual advice of shipment is sent to London from 
Capetown on the 5th March, 19. ., together with a proforma 
invoice and the following 


SPECIFICATION OF 82 B' = 3325 HIDES 

per s.s. “ Clan MacArthur for sale by Messrs. Woodhouse & 
Hamilton for account of Alexander Black & Co. 


Marks 

Nos. 

Bales 

Hides 

t 

c 

q 

lb 

Description 

t 

per' 

lb 

£ 

8 

d 

lbs. 

Avge. 

London 

\ 

W\/H 

# 1/20 
" 21/SO 

20 

400 

3 

11 

1 

21 

Best Heavy dry 

d 

23 

766 

5 

3 

20 

10 

200 

1 

15 

2 

21 

2nd „ „ 

22 

466 

1 

2 

20 

31/35 

6 

150 

1 

17 

2 

— 

Best E\ h dry 

20 

350 

- 

— 

28 

35/40 

5 

75 


18 

3 

- 

2nd ,, „ 

Best Light 

20 

175 

- 

- 

28 

41/45 

5 

150 

1 

16 

- 

7 

20 

149 

18 

4 

12 

46/50 

5 

150 

1 

16 

- 

7 

2nd „ 

18 

134 

18 

6 

12 

51/55 

5 

500 


15 

2 

14 

Best Calf 

24 

175 

— 

— 

3i 

56/60 

5 

600 

1 

2 

1 

7 

2nd „ 

20 

208 

5 

- 

5 

61/62 

2 

200 


8 

3 

21 

3rd „ and Kips 

13 

54 

4 

5 

5 

63/65 

5 

350 

1 

5 

— 

- 

Best Kips 

23 

291 

3 

4 

8 

68/72 

& 

350 

1 

5 

— 

— 

2nd „ 

20 

233 

6 

8 

8 

73/77 

5 

150 

1 

1 

1 

21 

Third drv 

15 

150 

1 

3 

16 

78/82 

5 

150 

1 

1 

1 

14 

Fourth dry 

11 

109 

14 

6 

16 


82 

3,325 

16 

15 

- 

21 



3,263 

18 

5 



Capetown 5th March, 
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2. The documentary draft having been duly presented by 
the Union Bank of South Africa, Ltd., and accepted by Messrs. 
W.<S: H.jthe latter obtain possession of the Shipping Documents, 

3. The B/L is duly released and handed to a firm of Hide 
Brokers, If the hides are to be brought to a wharf (many 
brokers have their own wharves), it is arranged that the barge 
be alongside the vessel on arrival or within twenty -four hours 
to take delivery overside, and obviate the necessity for landing 
at the docks, which would mean double landing charges. 

4. When the lighters arrive at the wharf, the wharfinger 
weighs them, places any damaged bales on one side, and also 
prepares a Landing A/c (see p. 269). One copy of the landing 
account is ‘^ent to the brokers, and another to the importers, 

5. The broker’s men afterwards look over the hides, sort 
them, if necessary, according to thickness and quality, and 
then send m tlieir Report and Valuation. 

6. Having decided to sell, Messrs. W. & H. ask the brokers 
to include the lots m their next Sale Catalogue. This does 
not necessarily mean that the hides will be sold by public 
auction ; having circulated the catalogue among likely buyoils, 
the broker may dispose of sex eral “ lots ” by private treaty. 

7. The buyers consist of Tanners, or the Buying Brokers 
acting for them, and ])eoj)lc called Hide Factors or Hide 
Merchants, of \\hom a few buy for the tanners on commission 
as agents, but most buy for their o\^n account as merchants, 
with a view to re -selling to the tanners at a profit. 

In isolated cases a “ Hide and Leather Factor ” may supply 
the tanner with hides, and market his leather for him. 

Whereas the broker arranges the consignments in lots of 
assortment and quantity suitable to large buyers, the “ factor ” 
earns his living by dividing the lots and supplying the tanners 
with just what they want at the right price. By devoting all 
his time to inspecting available stocks and assortingrqualities, 
the factor is able to render the tanners good servic^or but 
a small commission or margin of jirofit ; for his labour is 
remunerated not by one firm only, but by many. 

A shortage of hides, or any other kind of produce for that 
matter, naturally gives the merchant an opjiortunity to mono- 
polize supplies and sell when prices have reached a high level. 

The Contract* — At the sale, as each buyer has a lot 
knocked down to him he makes a mark in his catalogue^ 



XIV 


THE PRODUCE MARKETS 

CATALOGUE OF HIDES. 


375 


Order of Sales. A. HIDPI & CO. 

1. — 3. - PUBLIC SALE 

2. 4. AT THE 

LONDON COMMERCIAL SALE ROOMS, MINCING 
LANE, 

On Thursday, November 2\8t, 19. ., at Half^past Ten o'clock. 
The follovMiifj: Goods, mz. • 

476 China Buffalo Hides. 

708 Bags Bark. 


2,901 Salted Cape Ox & Cow Hides. 

2.234 Dry & Drysalted Cape Hides. 

295 Dry China Ox & Vow Hides. 

2,398 Dry Mombasa Hides. 

1,181 Dry Brazilian Hides. 

2,300 Drysalted East India Ox & Cow Hides. 

On Thursday, November 2\st, 19 ., at Two o'clock precisely. 
35,676 Tanned p]ast India Hides. 

223 Packages Shouldens, &c. 
i,200 Home Tanned Basils. 


Prompt—December ^th, 19 . 

No Discount. 

I — The highest bidder in due time hhall be deemed the bluer, who shall then and 
there declare his name and residence, and pn\ a deposit of 20 per cent , if required, m 
part of pa\ment and the customar\ lot mone> to the Brokers to bind the bargain 
The \endor re8er^esthe rinht to bid bv himself or his agents, or to alter, varj , or 
Mithdra\\ an> lot or lots before or during the sale 

II — The Goods to be taken with all faults and defects or errors of description ns 
thes are lotti*d, and to be cleared awav on or before the Prompt Dav, and the 
remainder of the purchase-mone> with a brokeraRc of * per cent , to be paid by the 
bluer, whether brokers or not, into the hands of the Sellmi? Brokers, on receivinp 
the Order for the dell\er> of the (Joods, or on the Prompt Day (at tlie option of the 
SelliiiK Brokers); and the re- weighing, recounting, or deluer> of part not to be 
considered a deliverv of the whole 

III — If an> of the lots remain uncleared alter the expiration of the Prompt Day, 
the deposit money to be forfeited to the Sellers, who may at an> time re-sell the 
Goods bv Public or Private Sales , the loss, if anv, with interest of money, risk of 
Are, w'arehouBC rent, and all charges Incurred b> the re-sale, to be made good bv 
the purchasers at the present sale 

IV. — The Goods to be at the risk of the Sell€*rs until deluered from the Warehouse 
or until 0 p m on the Saturday next following the Prompt Dav, whichever may 
first happen , and in case of loss by fire, the Sellers to be liable for the sale value 
only. No allowance of interest or anv pavments made prior to the prompt All 
Warehouse charges to be paid bv the Buyer from the Prompt Day. 

V - ' In the event of anj lot being claimed b> two or more bidders, the same shall 
be put up again ; if neither of the parties will advance, the question (and any other 
dispute that may arise during the sale) siiall be settled by sh^ of hands or left to 
the decision of the Selling Brokers 
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Prompt. — In cases where proper application has been made by 
the buyers for delivery within the period of the prompt 
and the Warehouse Keepers have failed to deliver, then 
the goods are to remain at Sellers’ risk and expense until de- 
livery be made. Payment to be made on the prompt day. 
It IS particularly requested by the Selling Brokers that the 
Buyers will examine the Bulk or Piles from which these 
Samples are taken. 

Raw Hides sold on c.i.f. terms can be taken either at landing 
or re-weight at Buyers’ option. The re-weights to be ascer- 
tained at Buyers’ expense, and the option to be exercised 
within 2 days of purchase. 

2,234 Dry and Drysalted Cape Ox and Cow Hides. 
At per lb. — To advance Jd. 

On c.i.f. Terms.— Landing Weights. 

Tare on the basis of lO^o Tared. 

At Griffin's Wharf, Morgans Lane, Tooley -street. 

Per “ Umvuma ” (q^ Cape, 

F C 

D 11 Bales. 240 Hides 

lbs. each* 

Lot 19 67 1 Bale 32 II Heavy avg 16J* 

20 65/6 2 43 I Extra Heavy „ 24 J 

2,300 Drysalted East India Ox and Cow Hides. 

At per lb. — ^To cidvance Jd. 

On c.i.f. Terras. — Re-weights. 

Samples at Griffin’s Wharf, Morgans Lane, Tooley -street. 
Per “ Mongara ” @ Calcutta, 

R B R C 

K 10 Bales. 2,000 Hides. 

Lot 72 7346 1 Bale (representing 10 Bales) Shipping avg. 6 

Bulk lying at West India Docks, 

36,676 Tanned E.I. Hides. 

At per lb. — ^To advance Jd. 

Delivered Free to Van. — No Draft or Discount. 

At Griffin’s Wharf, Morgans Lane, Tooley -street. 

Ex Steamer,^' 

N/M 6 Bales. 309 Hides. 

average 


Lot 75 
76, 


60 Small. 
148 Light. 


lbs. each. 
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and the auctioneer’s clerk does the same in his. The 
auctioneer is well acquainted with most buyers, casual 
outside firms usually employing brokers or agents to bid 
for them. An unknown bidder might have to leave a 
deposit (see Rule I., p. 375). 

The contract of sale is contained in the broker’s sale book. 
Legally, Brokers and Auctioneers act in the capacity of 
agent for both buyer and seller. From the sale book are 
copied the Contract Notes. Usually the buyer gets what is 
called a “ Bought Note,” and the seller a “ Sold Note.” 


BROKER’S BOUGHT NOTE. 


A. HIDE & CO., 
Brokers. 

Proprietors . 

A. Hide. B. Smith. 


55 Mark Lane, 

London, 21st November, 19 .. 
E.C. 3. 


Messrs. H. L. Factor & Co., Clerkenwell, E.C. 1. 

We have this day bought by your order and for yoiu* 
account at Public Sale 40 B/ South African Hides in confor- 
mity with the sale conditions. 

Prompt 5th December 19 — 

Lot 21 5 Best Ex. h. Dry at 2 Id. 

„ 26 15 Best Heavy „ „ 26d. 

,, 27 10 II Heavy Drv „ 25d. 

„ 28 5 II Light „ 17d. 

„ 30 5 II Calf „ 23d. 

Yours obediently 

Brokerage J%. 

Lot Money 5/- 


The Sold Note is similar in form, reading of coiu^e : — 
“ We have this day sold,*' etc. 

8. Broker's Invoice and AfS . — On or just before “ prompt 
day,” on which delivery and payment are to be made, the 
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broker sends an Invoice to the Buyer, and an Account Sales 
to the Seller. 

A Delivery Order on the dock company, wharfinger or 
warehouse is handed by the broker to the buyer, to enable 
hmi to get delivery of the goods, and the broker receives 
payment on behalf of the sellers, thus concluding the trans- 
action. 

Without Reserve. — Where the seller stipulates minimum 
or “ reserve ” prices, the auctioneer must withdraw any 
lots for which the highest bidder has not offered enough. 
As this procedure tends to discourage buyei-s, many auction 
sales are adv’^ertised “ without reserve,'' which means that 
the highest bidder gets his lot, however low his offer may 
have been. The seller may, however, expressly reserve 
the right to send someone into the sale room to bid back 
any lots which would otherwise have to go at ruinously 
low prices. See Rule I. p. 375 

Prompt Day. — Whether produce be sold by auction 
or otherwise, a definite date is invariably arranged for 
payment and delivery, knowm as “ prompt day,” or 
“ prompt.” Prompt may be a day or two or a month after 
the sale, according to the custom of the trade. 

Early Delivery. — ^With the consent of the selling brokers 
the buyer may pay and get delivery before prompt — see 
Rule II. 

Default. — If after the sale the buyer fails to pay the 
amount due, he is .said to be a defaulter,” and can be sued 
for breach of contract. In practice the goods are sold 
again, after due warning, by auction or otherwise, and 
the defaulter is held liable to pay the difference if the 
-second sale should not realize as much as he originally 
bid. 

“ @ Capetown.^^ — The sign ” @ ” in a sale catalogue 
means “ from,” not ” at.” 

Delivery. — Where the buyer purchases on “ c.i.f. terms ” 
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he pays landing charges ; he becomes himself the importer. 
The same applies if he buys “ ex ship ’’ or “ overside.” 

If the sale is on “ landed terms ” (e.g. “ Delivered free to 
van,” or “ ex quay ”), the buyer is debited with no charges 
at all, provided he fetches the goods within the time 
stipulated. If the goods are not removed within the 
period agreed, the buyer is of course liable for storage. 

Weighing and Taring. — The term “ Tare on the basis 
of 10% tared ” means that one bale in every ten is opened 
for the purpose of weighing the wrappings, and thus ascer- 
taining the difference between the Gross and Net Weights 
Wool is tared on the average of 3% of the bales, and to the 
nearest lb Bags of sugar, cocoa, coffee, etc., are average- 
tared, but more carefully 

In the case of some ]>roduee a further allowance is made 
for leakage, dirt, moisture or errors m taring, called Draft 
(see p. 382) 

Landing Weights are these appearing on the weight or 
landing a/c given by the dock company or wharfinger when 
the goods were landed Where merchandise is sold at 
Re-weights the seller pays for w^eighing again on delivery ; 
otherwise the buyer is charged for this service if he wants 
it done. (See top of p. 376 ) The re-weights may differ 
somewhat from the landed weights, owing to drying or 
absorption of moisture or other causes. 

Brokerage. — The broker is rewarded for his services by 
a commission called “ brokerage,” which is chargeable, 
in most trades, to buyer and seller. The percentage varies 
in some cases with the amount of the contract, in order to 
penalise small shipments which may give more trouble 
than they are worth. 

Lot Money. — A charge called “ lot money ” is also made 
for lotting, cataloguing, etc. The charge ranges from say 
6d. to 2/- per lot (e,g. for hides, 1/- to buyer only ; dried 
fruit, 6d. to buyer and 1/- to seller). 
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BROKER’S INVOICE TO BUYP:R. 

(Fur Skins,) 

Telephone Nos • Cit> (K» and CHH) 

Telegrams: “ FUSKIN, LONDON ” LONDON, 20th October, 19... 
Codes A B.C. 5Ui edition, Prompt 18th November, 19... 

Lieber’s and private. 

Mr. A. W. Smith, Mfg. P'urrier. 

To HOWARD & RANSOME, LTD., 

Garlick Hill, London, E.C. 


(Public Sale ) 


LOT 


£ 

$ 

d 





168 2,500 Squirrel Skins at per % 

92/6 

115 

12 

6 





159 2,500 ,, ,, at „ 

92/6 

115 

12 

6 





442 100 ,, Sacs at each 

20/. 

100 

“ 

- 






£ 

331 

6 

— 





Discount 2J% 


8 

5 

8 










£ 

322 

19 

4 

Brokerage J % 






1 

13 

2 

Lot Money at 1/6 - 



j 





6 

i 





£ 

324 

17 

- 

Cheeked by 

J. 

S. 

1 






THE WOOL TRADE. 

British wool IS sold at the local fairs or auctions at various 
provincial centres, and some is supplied direct from the 
farmer by private treaty. The home clip is, however, small 
compared with the quantities imported from the Colonies, 
South America and the East Indies. In the new countries, 
where land is cheap, the breeding of sheep and cattle is done 
on a far larger scale than in this country, and by very different 
methods. 

In Australia and New Zealand the sheep fanners, or 
“ squatters ” as they are called, allow their sheep practically 
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to run wild on the station, each breeder’s flock being identifled 
by the shape of the “ ear-mark ” or incision made in the tip 
of the animal’s ear. 

When the shearing-season comes round, the sheep are 
caught and impoimded. The clip is sorted or classed according 
to quality, some of it is sconred (t.e. partially cleansed) and 
then it is loose Imled for transport. Most of the wool, however, 
is baled in the grease, just as it comes from the sheep. (In 
1918-20 of all the wool imported from Australia and New 
Zealand 90% was greasy against 10% scorned). 

The greater part of the Colonial chp is disposed of at the 
Colonial Sales. The squatters consign the loose bales to selling 
brokers at the wool ports, and the sales are attended by 
local buyers and the representatives of spinners and others, 
some being sent out specialW to tour from one port to another. 
Thus one buyer may go to Melbourne, Geelong and Adelaide, 
another to Sydney and Brisbane, etc. 

There is a certain amount of speculative buying in the 
Colonial Markets of wool which is sent to London to be put 
up again at the Wool Exchange, and dealers here occasionally 
take advantage of an upward tendency in prices to buy for 
re-sale. 

The Colonial Banks do a large amount of consignment 
business, but still more is undertaken by the Australian 
Merchants, who have themselves at times become considerable 
holders, hy lending the squatters money and being forced to 
foreclose in bad times when the advances could not be repaid. 
The shipping documents are endorsed and handed to the bank 
or merchant firm, who advance the farmer part of the value of 
the wool at once, and pay him the balance, less their com- 
mission, expenses and interest on the loan, when they receive 
the proceeds from their branch or agency in London. The 
banker or merchant thus acts as commission agent, and, with 
the help of his correspondent here, fulfils the function of both 
exporter and importer. 

Whether the importer be a bank or a merchant, the wool 
18 almost invariably disposed of on the Wool Exchange by 
public auction, though some is sold by private treaty. On 
receipt of the shipping documents tlie importer clears the 
goods, and has them landed either at one of the warehouses 
under the P.L.A. or at a private wool warehouse. The 
importer gives the selling broker a sampling order on the 
warehouse people, who draw a 1 lb. sample from each bale to 
enable the broker to grade the consignment in saleable “ lots ” 
and to send the importer a report and valuation. 

The broker now offers the wool for sale and catalogues it. 
Meanwhile the warehouse people re -pile the bales in accordance 
with the lotting, and put them on show in the warehouse. 
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where prospective buyers go* m order to examine the wool, 
and estimate what each lot is worth before they attend the 
sales. 

The dates of the London wool sales are arranged by the 
Colonial Wool Merchants’ Association. The Buyers are 
spinners, top-makers, manufacturers and merchants from 
Bradford, Huddersfield, etc , who buy directly through the 
Chair or through a buying broker. The buyer usually limits 
the broker in price to so many pence per lb. for the wool 
delivered clean at his works, relying on the broker’s expert 
knowledge to judge what the net yield will be. 


BROKER'S INVOICE TO BUYER. 

(Colonial Wool.) 

Teleirraphlc Address 
“ Wolbrok, A\e Loruloti ” 

Telephone, london W,.ll. 1«K. C, Stmt, 

Partners • 

A n Wooiie\ London^ 4tli March, 19,. 

(' 0 Brook 

3/essrs. A. Topp & Son. 

To WOOLLEY & BRO(’K. 

For Twenty Balen of Wool Uoujiht ut Public Sale 
this (lay. 

ChoquoR to the Ordor of Woollov A Brook 


CfOf lialfs ' Tare (ir<m 


4 ' 20 12 G3 . 3 8 


Tare and Draft 


Set ;i Set Lhn | !*nre 


•24 G1 


0844 


4*27 


I Draft 1 lb iM*r owt 


Samjdeft'iU at Kk/ 
loss jrd 


Lot Monoy 



I 


Prompt t()ih March, V,l 
E tf* 0 E 
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BROKER’S ACCOUNT SALES TO IMPORTER. 
{Colonial Wool.) 

Account Sales of Eighty-one Hales of Wool ex 
* “ Gor^^on ” @ West Australia sold by auction on 
the 2nd March, 19 . for account of Messrs. I. M. 
Porter & Co. 


1 

liitleH 1 j 

'tO)( 

(i-KHS 

la, 

a ltd Ufa ft 1 

A',t j 

I 

NftUtx 

i 

/‘i ice 

\ 


li / . I 

12 

36i 2 1 


2 ' 13 

1 

34 S ioj 

3008 

i 

17i 1 

284 10 2 

7 1 i 

,, 

-1111 4. 

3 1 21 1 

20 1 111 

2279 

16 

151 18, 8 

26 ' 


8112 lOl! ,3 

2 i 2 

78 - 8| 

8744 

15i 

564 14' 4 

20 Mur.il 


63' 3 8 

1 2 

2 1 24 1 

61 - 12i 

6844 

1') 

427 15 - 

^ V 1 


18 126 


3 1 o' 

17 2 14 

1974 

14 

115 3 - 



28i 3 27 

i 

- 25 

27 3 21 

3110 

lii 

161 10 7 

1 ! 1 


•*^1 


15 

3 - q| 

345 

13 

18 13 9 

81 


2:i4 3 16 

10 

3 ! 22 

242 3 lo! 

1 

27204 


£1,725 3 6 

• 


ixiiuplt^ 81 af 

laid 

Ilia 2 





If-^s jrd 

1 

1 14 


3 8 6 






1 


1 

£1,72812 - 





£ 

184 3 16 




'•nnage 





1 




lUteni on do 





18 5. 


' 


}re Inmrnme 





1 4 7, 


1 


arehouxe ('harof'^ 





5 13 (. 


1 1 


fU Kxpenxex 6</ per 11/- 




2 - 


1 

1 

'•ukeraye, 1 “o 





17 5 

_ 

1 

211 510 






, 


j 

n,517 6^ 2 

London, 17th Mnrih, '> 



1 


/ 


K (1 0 K 



1 



.1 
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WOOL CATALOGUE. 
{Priced Copy,) 

No. 2. 


SOLD BY AUCTION 

BY 


AT THE 

Wool Exohanoe, 25 Coleman Street, E.C., 
071 Wednesday, 2nd March, 1921, 

The following Goodp, viz. : 


232 

Bales Now South Wales 

Wool. 

266 

„ Queensland 


942 

,, West Australian 


200 

,, South Australian 


88 

,, Tasmanian 

» » 

996 

,, New Zealand 

»» 

10 

,, Sweepings 

»» 

2734 

Bales & Sweepings in bulk. 



conditions of sale. 

1 — The highest bidder to be the purchaser ; and if any dispute arise between the 
bidders for any lot, it shall be decided by the Broker, unless one ^f the claimants 
will advance, in that case the lot shall be put up again 

2 — The goods to be weighed off by the warehouse keepers and taken away by 
the buyers at their own expense within fourteen davs, with all faults and defects 
of whatever kind (including defect or error of description) One Invoice to be 
rendered to each buyer for the whole amount of his purchases, and delivery to ^ 
given not later than the seventh day after the day of sale upon payment of tne 
invoice in full, or, if the same be not then ready, of an estimated equivalent sum, 
in cash, or Bank of England Notes, without discount. 

3. — The goods to be free of rent, and at the risk of the vendors from fire, without 
reference to any payment which may have been made by the buyer to the brokers 
until Six o'clock p.m of the third day from the expiration of the prompt unless 
previously delivered from the warehouses, and should any be destroyed or damaged 
by, or in consequence of fire during the above-mentioned period the contract 
for such portion is to be cancelled and any money paid on account thereof is to 
be refunded. 
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4. — The buyers to pay the brokers one shilling per lot, and to deposit £25 per 
cent (if re(iuired) at any time during or after the Sale 

5 — And if any lot or lots remain uncleared after the expiration of the said 
fourteen days, the before- mentioned deposit to be absolutely forfeited, and the 
buyers to be further subject to all loss and charges that may accrue on the re>sale 
thereof, which it shall be at the option of the brokers to effect, either by public 
sale or private contract 

0 —It tlie weigliing, delivery, or receipt of any lot, shall be delayed or prevented 
by reason of a general or partial strike of workmen, the respective periods under 
these conditions for weighing, delivery and receipt of, and payment for the goods 
shall be proportionately extended for such period as mav be necessary not exceeding 
tile 28th day from the date of sale if at the expiration of such 28th day the 
weighing, delivery, or receipt of the goods is, and shell have been, prevented by 
any such strike, the contract of sale shall as respects undelivered goods be annulled , 
and all payments (if any) made by the buyer tor such undelivered goods shall be 
repaid to him If, however, a Dcliverv Order shall for 72 hours (exclusive of 
Sunday’s, or hank or Public Holidays) have been in the possession of the buyer 
or his agent, delivery as between buvcr and seller shall be deemed complete If 
delivery shall, from the causes speciflcd in thi8*Condition, be delayed or prevented, 
the charges on the undelivered goods shall, during such extended time, be borne 
bv the seller, and unless the buyer shall have made default in taking delivery, 
the undelivered goods shall lie at the seller’s risk as regards damage or destruction 
bv tire until 4 o’clock in the afternoon of the 31st da\ computed from the dav 
of sale 

Tare as sjiocified. Draft 1 lb. per cwt., and no other allow- 
ance whatev^er. 

At per lb. to advance until the ])rice of lOd. is reached 
and after lOd. to advance Id, 


At Messrs. Browne <& Eagle s, Limited, 
22 Leman Street, 

Ex (lorgon, (d). West Australia. 


L 

iOt. 

Tare, lbs. Mark. 

Bales. 

d. 

Grease AAA combing 

1 

12 C Mural > 

^ / 

12 

in 

AA „ H 

2 


7 

16 




26 

15| 




20 

15 

AA fleece 

5 


6 

14 

A 

6 


9 

m 


BB combing 


7 


1 


13 
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(Market Report from daily press,) 

WOOL.— At public sales two catalogues were submitted Jointly 
totalling 8,236 bales, and comprised 1,074 New South Wales and 
Queensland, 2,072 Victorian, 753 South Australian, 740 Western 
Australian, 379 Tasmanian, and 23,188 New Zealand About 3,000 
bales “ free ” Pimta Arenas also came under the hammer. Competition 
showed slightly more animation than has been the case of late, and 
withdrawals less frequent. New South Wales and Queensland scoured 
merino combing 13d -35d , greasy merino lOid -lOd ; Victorian scorned 
comeback 24d -25d. ; New Zealand scoured merino bellies 36Jd., greasy 
cross-bred 9d -20d., slipe cross-bred 9d -14d 

WUhdrawals refer to lots withdrawn from the sale because 
the bidding has not reached “ reser\’e prices.” 

Slipe IS wool taken from skins. It is “ sliped ” off the skin 
with a blunt instrument. 

Prompt is fourteen days from the sale, on which day the 
buyer receives a D/0 in excliange for his cheque to the selling 
broker, who passes the latter on with liis A/S to the importer. 
The buyer can, with the selling broker’s consent, get early 
delivery, but he has to jiay on delivery. 

Immediately after the sale the selling broker issues a 
Priced Catalogue, which importers send out to their colonial 
friends to show what the various shipments, including their 
own, have realized. 

The London Sale Rooms. — The principal cfunmercial sale 
rooms in London are : — 

(1) The Commercial Sale Roofn, Mincing Jjane, for dried fruit 
and grocery, sheep skins, hides, dyeing and tanning materials, 
tallow, rubber, etc. 

Medicinal and chemical produce also centres round this 
vicinity, but is disfio.sed of chiefly through brokers by })rivato 
treaty. 

It should be noted in connection with 'the produce 
referred to above, that prospective buyers may inspect the 
lots in bulk at the wharves or warehouse's where they have 
been landed, or they may see samples at the sampUng 
rooms attached to the broker’s offices. 

(2) Piulding Lane for oranges, lemons, grapes, nuts, onions. 
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GREEN FRUIT CATALOGUE. 

FOR SALE BY AUCTION 
(Uulesri Disposed of Privately) 


• At Monument Buildings, 

This Day, Monday, Dec. 23, 19..., at Eleven a.m., 
The following; Goods, viz • 

5996 cases & £ -cases Denia & Valencia Oranges 
2000 small boxes Denia &[ Valencia Mandarines. 
907 boxes Palermo & Messina Lemons. 

8 bags Yiifa Nuts. 

Ex Pena ^^a(jra ct* Corea. 


Conditions of Sale as exhibited in the Sale Room. 


Sl’KCIAL CONDITIONS 

Weight of Orang(‘a ami Lemons an* thorn* of ‘* Oi» Sliow ” packages only, and 
are given as approxlmatelv indiC4*ting tlie average weight of the parcel 
In the event of any “ On Sliow “ package being different to sthedule weight, the 
parcel will l>e <old at per cw't or lb (as tlie case may be) 

Should tlie Iluver dispute the weight of nnv parcel betore taking dehverv, he 
Hliall be entitled to liave it verified 


23rd December. 

On show packages must be cleared 1 2 noon day following Sale, 
otherv^ise additional charges will be incurred. 


Import Mark 
or Brand 


BAUTISTA 
Andres 
ex aelectcd 

420 

14 


Denia Oranges, c.r Pc A ia iS'agrm Now Landing 
Mark lirown’s Wharf. 

Some Cases 

Lot C GC nC xC xC cases 

1 2 ex. Irg(l) 2 

2 10 „ ( 1 ) 10 

Palermo Messina Lemons, ex Corea. 

Middleton’s Wharf. 

Truck No. 146,038. 

L LL xL xL xL boxes. 
471 30 30 


I 


Orazia Arena 
Bulls head 
Now FVC 800 


473 


30 


30 
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PRICED CATALOGUE. 


SOLD BY AUCTION 
(Or Disposed of Privately) 

BY 


All Goods Sold subject to Delivery. 

Todos los Lotes estdn Vendidos siijoto a Kntrepja. 


Xaria 

LK(4mMA 


Vkra Grapks, ex Angher, 


(More or less rai?? damp rf? ore stained) 


460 

461 

462 


barrels. 

30 

^ ■■ 

on sliew 2 


Enrique 

AOriKRK 


Ex Loivther Castle. 
13 463 


lifted 


40/ 


Madrrra 
Valencia 
Crowned Head 
select<*d 


Valencia Onions, Ex Denbighshire. 

cases 

603 0 

604 on shew 1 


36/ 

34/ 


SHA 


Ytjfa Nuts, ex Rail. 

bags, at per cwt. 

605 4 

606 4 


(3) Wool Exchange^ Coleman Street, for Colonial wool. The 
River Plate and East India elijw go to Liverpool, 

(4) College Hill for fur skins. 
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IMPORTER’S ACCOUNT SALES TO FOREIGN SHIPPER. 

(Green Fruit.) 

H. A. Lbman & Co , ^ 

Eastt'heap Buildings, East cheap, 

Loiuires, EC 3 Ciievtci de Vent Cl de 31 cajas 

naranjct recihidcts por Vcvpor “Heidelberg” y vencUdas 
en Londre.s par ciienta chd Sr. Don J. Vicente de Villalonga 
bctja nurstra garaufia 
J92 


Die 


Par ventn keuun Cat'iloffo 
15 C Vincente - - - . 


£| 3J 


12 


2 

1 U 7 
1 4 

h 

Takiia 


1 


I (iustoii (le deHemlHtrqne, nulmhla y entraya 
par f'ftjn, yastm nienores y de correo 
y imptietdo nueeo del jmerU' de 
Londres ----- 
13 Jjargaa <• ]d extra porte 
1 2 Px ex laryuh *• 'hi extra porte 
31 (^ajah o 1/i extra mbtiita a/ lofcf. de 
metwh de 30 cajas - - - 

5 Maestros de i'>d cady, ana 

( 'orretage '2% 

PMe segun covornmento - . - 

Seguro marUimo v/ £38 y selto 
i Pomision de servicw 2ift petuque por caja 
! (iarantia para cobrar el producio l”„ 



Telegrama del 15 etc 


1 

1 


() 

1 


10 

0 j 0 13 8 

ij 25 18 4 

1 3 0 

il 2.5 15 4 


Valor 20 de Dieicnibre 102 
JjONPHES, 1(1 de Dicrc, 102 
S.E. u O Por H A Lkman & ("u. 


Brokers and Factors. — The function of the broker is to 
put buyers in touch with sellers and arrange bargains 
between them. In practice he does much more than that, 
usually taking charge of the consignments as they are 
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received at the docks or wharves (brokers frequently have 
wharves of their own), sorting and lotting the goods and 
generally preparing them for sale. The importer in many 
cases gives the broker the bill of lading to enable him to 
attend to the landing of the goods. 

The legal powers and duties of the broker are different 
from those of the commission agent, though both are agents. 
(a) The broker’s duty is to put buyers in touch with sellers, 
and to arrange contracts between them in accordance 
with their instructions. He is agent of both parties. (6) 
The broker as such may not act in his own name, and is not 
himself liable on the contracts he arranges. He acts in the 
name of the buyers and sellers who employ him, and if either 
I^arty fails to fulfil his pari of the contract he must do all 
he can to make the defaulter do the right thing ; but if it 
comes to legal proceedings the broker cannot sue in his 
own name, but must appear on behalf of his principals. 

On the other hand the commission agent has the powers 
and duties of the class of agents known as ‘‘ factors.” It 
is the duty of any sort of agent to obey the expressed wishes 
of the person who employs him, but in the case of a “ factor,” 
who is entrusted with the possession of goods, (a) any 
contract he may make in respect of such goods, though 
contrary to his principal’s instructions, is as valid and 
binding as if it had been made with the consent of the 
principal, (b) The factor may act in his own name, is 
personally liable on the contracts he makes, and (c) can 
sue in his own name. 

In the early days of commerce the broker’s functions 
included that of interpreter. In the Middle Ages he 
occupied a position of considerable dignity as a state 
official, and was forbidden to enter into any commercial tran- 
sactions on his own behalf. As recorder of the merchants’ 
dealings, he was considered to be unbiassed, and his word 
was accepted as evidence. 
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In the case of produce of exotic origin, the dimity of the 
broker still remains, and although he does his best for 
importers and assumes that the “ buyer can look after 
himself,” his dealings are quite open and devoid of any 
suspicion of trickery. When acting in his customer’s name 
he is not, as has been said above, responsible for non- 
payment, but in practice a broker would not be likely to 
“ let his customer down.” 

The name of the other party is not always revealed to 
the broker’s client, as will be seen from the Bought Note on 
p . 37 7 . And frequently produce brokers expressly guarantee 
payment to the buyers, a service for which they charge 
the importer an additional percentage (say 1%) called 
“ Guarantee.” 

The present function of the broker in some branches of 
trade is very different from what it was originally. Many 
are in the habit of dealing not only as intermediaries but 
as merchants dealing on their own account, in which case 
they may be termed mercliant brokers 

The Utility of Intermediaries. — By employing a broker 
the importer is relieved of the anxiety and expense of finding 
buyers himself, and the broker’s expert knowledge of the 
goods and the requirements of trade enable him to value 
the goods, sort them into lots of suitable quality and 
quantity, and sell to the best advantage. Without him the 
importer who was not specially equipped for the intricate 
work of distribution to buyers (who often know more about 
the goods than he does) would have to employ salesmen 
to canvas buyers, and a staff of experts to sort and value 
the consignments, in addition to securing help in landing, 
warehousing and delivering goods. 

The Broker is able to render these valuable services for a 
small percentage, because his efforts are not confined to 
one importer’s consignments ; he works for many im- 
porters, and so finds regular employment. Similarly, the 
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Warehouseman makes his living on reasonable charges by 
storing large quantities, and making the fullest use of his 
premises and his servants. 

The broker is not always the laat intermediary between 
importer and consumer. Imported foodstuffs are mostly 
purchased by the wholesale dealers, who supply the retail. 
Wool and Cotton are largely bought by spinners direct, but 
hides, fibres, chemical, and much other produce used in 
manufacture are bought on the market by intermediaries, 
known as agents, factors or merchants, either on commission 
or at their own risk as merchants Each has his special 
function, and earns his living by (a) assuming the risk of 
buying in large quantities and retailing in small assort- 
ments, or (fj) rcndenng expert assistance in purchasing 
just what is required, or (c) helping his customers 
financially. 


Exercise 14. 

1. What IS a Fair ? Give exainjiles. 

2. Exfdaiii the general methods by vhieli ])roduee, as 

distinguished from manufactured goods, is usually disposed 
of on the \^holesale market, and mention the names and 
describe the character of the documents employed in this 
connection. (S.A.tpc.lI.) 

3. I emjiloy a broker to sell for me some dried fruit which 

in the course of my business I have imported from Valencia. 
After the sale my broker sends me an Account Sales. Explain 
the functions of a broker, and the exact character of the account 
sales. (S.A.cc.lI.) 

Note . — The procedure w’ould be .similar to that described 
in regard to hides, but raisins and currants are dutiable. 

4. In what connection do bought and sold notes arise ? 

Draft a bought note and a sold note in respect of any com- 
modity with which they would be used. (S.A.tpc.III.) 

5. (a) Describe the procedure followed by an Australian 

consignor of w'ool to the London wool sales. (U.L.C.tpc.6.) 

(6) By what other methods is Colonial wool disposed of ? 



XIV 


THE PRODUCE MARKETS 


393 


6 . (a) Alexanders & Co., Wool Brokers, sell by order 
and on a/c and risk of “ Pontifex ” Rees, ex “ Bendigo ” @ 
Australia, the following wool : — 

Marks. Lot Bales. Gross wt. Tare and dft Net wt 
0. qr. lb c qr. Ib. c qr lb 

89 25 89 2 4 3 2 0 86 0 4 at 2^. 2(i. lb. 

90 28 101 3 2 3 3 15 98 0 15 at Is, IIW. lb. 

J.S.C. 

Set out in proper fonn the A/S (N,B,~The candidate is 
himself to specify the various charges likely to be deducted 
from the gross proceeds, and to allot purely nominal amounts 
for each item, showing finally the net proceeds.) 

(6) Supposing Alexanders & Co. had sold the wool at their 
own risk, what charge would you iftclude m the A/S that you 
do not include in the above ? ^ (S.A.cc.III.) 

7. Differentiate between : Landed weights and re-w’eights ; 
landed terms and c.i.f. tenns ; brokerage and lot money ; 
D/0 and D/W ; Tare and draft. 

8 . Explain “ Without Reserve, * “ Prompt Day, * De- 
fault,’’ Early Delnery,'’ and “ Priced Catalogue." 

9 . What arc the distinctive functions of a merchant and 
of a broker ? Illustrate your answer by reference to any 
wholesale market with which you are familiar. {U.L.C.tpc.4.) 

10 . What is the difference between a factor and a broker ? 

(S.A.tpc.lII.) 

11 . (a) Name some of the items tliat w^ould apjiear in a 

broker's invoice or sale note, that would not appear in a 
factor's invoice. To what class of the mercantile community 
do factors and lirokers belong, and \jhat generally is their 
function in commerce ^ (S.A.cc.Il.) 

(b) State the utility of intermediaries generally in connection 
witli the produce markets. 

12 . Name six produce markets dealing respectively with 
fish, furs, grapes, meat, potatoes and raisins. State other 
fonns of produce bought and sold on the particular markets 
you name, and desenbe roughly the methods of dealing applied 
to each. 



CHAPTER XV. 

THE PRODUCE MARKETS. 

{Continued.) 

What Goods are sold by Auction ? — The introduction of 
the auction sale as a method of disposal of imported pro- 
duce has been attributed to the Dutch East India Company, 
who once held a monopoly for the importation of spices 
and other commodities from the East Indian Archipelago. 
At the present day the coffee imported into Holland from 
Java as colonial tribute is sold at the alternate monthly 
auction sales held by the Nederlandsche Handelsmaat- 
schappij at Amsterdam and Rotterdam, for government 
account. 

Whatever its origin may have been, the auction method is 
used by merchants for the disposal of enormous quantities 
of produce. Its impoHance has doubtless declined to some 
extent owing to the increased volume of direct trade 
between home merchants or users and producers overseas, 
but it still forms one of the principal channels of distri- 
bution, particularly in London. 

A similar but not identical method is now adopted at the 
Java and Sumatra tobacco sales at Amsterdam and Rotterdaun, 
where buyers tender then* offers in writing instead of bidding 
by word or gestures, as in the auction proper. 

Generally speaking, the auction method is favourable to 
the seller, and the advantage to be derived from it is 
• 394 
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proportional to the local importance of the sale room as a 
centre of supply and demand. The more business is con- 
centrated there the more lively will be the bidding, and by 
no other method can the importer dispose of his consign- 
ments, and receive payment of the proceeds, so quickly. 

Manufactured articles seldom make their first appearance 
on the market by auction sale, although second-hand furniture 
and articles of value, such as paintings and jewels, are commonly 
sold under the hammer. 

Cheap manufactured goods are, however, occasionally 
disposed of by auction, and at some places (e.g. New York) 
European manufactures imported from overseas on consign- 
ment reach their ultimate destination by way of the auction 
room. 

Reference to the list of London auction rooms on pp. 386 
and 388 will show the kinds of produce which are commonly 
sold by auction. Fish is also sold by auction at the coastal 
sales (usually by “ Dutch ” auction), in order to get it out 
of the way as quickly as possible, yet at a fair market price. 
In general the auction proiier is applied only to such 
produce as will keep long enough to allow brokers to 
catalogue and advertise the sale, and secure a good 
attendance. 

Produce Exchanges. — ^The Exchange may be defined as 
a permanent, organized meeting place for those engaged 
in commerce for the purpose of negotiating any sort of 
business transactions. 

The origin of most exchanges is to be found in the custom 
of business men to meet at a certain place — in a certain 
street for instance — until they, or some other enterprising 
people, have seen fit to provide better accommodation by 
the erection of an exchange building. In old London 
certain coffee houses became the habitual resorts of those 
engaged in shipping, marine insurance, and dealings in 
company shares. Lombard Street and Cornhill have 
already been referred to in this connection (p. 129). 
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The origin of the word Bourse, now used all over Europe 
to denote an exchange for commercial dealings (Fr. 
Bourse, Ger. BOrse, Sp. Bolsa, etc.), is derived from a 
square in Bruges called “ de Bursa ’’ after the name of a 
Dutch family of brokers resident there in the fifteenth 
century. 

In the smaller commercial centres one building commonly 
serves as an exchange for dealings in stocks and shares, 
bills, chartering, marine insurance and produce ; but where 
the volume of business is great, we find the different 
classes of business tend to diverge and find separate accom- 
modation. Thus in London the Stock Excharige is confined 
to dealings in marketable securities, bill brokers meet at 
the Royal Exchange, in which building Lloyd's (marine 
insurance) also have their premises, and shipping business 
is transacted at the Baltic Exchange, while separate 
exchanges exist for dealings in various kinds of produce 
and minerals. The principal produce exchanges in London 
are : 

(1) The Baltic Excfuinge in St. Mary Axe (referred to abo\o) 
for imported Cereals, Timber, Oil.s, Oilseeds, etc. 

(2) The Coal Excha^ige in Lo\\er Thames Street. 

(3) The Corn Exchange in IVIark Lane, for (Jorn, Flour, 
Fodder, Peas, etc. 

(4) The Home and Foreign Produce Exchange at London 
Bridge, for Bacon, Cheese, Eggs, Ham, Lard, etc. 

(5) The Hop Exchange, Southwark, for Hops, Eggs, etc. 

(6) The London Iron a'nd Steel Exchange^ Cannon Street. 

(7) The Metal Exchange, Whittington Avenue, for Copper, 
Tin, Lead, and Spelter. 

(8) Mincing Lane (The Mincing Lane Commercial Sale 
Rooms, Ltd.) is the most important centre in London for 
exchange dealings in other produce, sucli as Coffee, Sugar, 
Rice, Jute, Hemp, Rubber, etc. Auctions are also held there. 

(9) The Timber Exchange, Cannon Street. 

The London Wool Exchange is an auction room. The 
Cotton Exchanges of Liver^ol and Manchester have a world- 
wide reputation, and the Liverpool Produce Exchange for 
provisions is next in importance to the London markets. 
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Exchange Dealing. — An essential difference between the 
produce exchange and the ordinary market or fair should 
be noticed in the fact that goods are not deposited on the 
exchange. Exchange dealings are actually confined to 
staple commodities which are in constant demand, and it 
is essential that buyers and sellers shall be able to agree 
there and then as to the value of the produce they contract 
to buy and sell. 

Qualities may be determined by sellers exhibiting samples 
on the exchange, as they do in selling com at Mark Lane, 
where buyers are allowed three days after the sale to inspect 
the bulk and cancel their contract if they find the quality 
not up to sample. But it is not always either possible or 
necessary to take actual samples from the bulk. 

Where produce is sold before it arrives at the port of 
destination, the quality may be ascertained by means of 
samples taken from a previous crop, or from the early part- 
of the present crop, known as standard Samples or “ Tsrpe.’’ 
It is usually necessary, in the case of seasonal produce, to 
take several types to serve as a basis for the assortment of 
different qualities or ‘‘ Grades.” In other cases the quality 
may be determined by a description based on a chemical 
analysis, or on the relative volume and weight of the produce 
and other characteristics. 

Methods of Grading. — ^The grading may be done privately, 
as between buyer and seller, or officially by the co-operation 
and agreement of all merchants and brokers on the 
market. 

No system of grading, however, is of any practical use 
for exchange dealings unless the standards are sufficiently 
definite and well-known to allow of disputes being submitted 
to the arbitration of brokers. If the quality is inferior 
to standard the buyer is awarded an allowance off the price ; 
but if it is superior to standard the seller cannot claim any 
more money. 
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Coffee^ riccy tapioca, apices, wheat, maize, jute, hemp, 
cotton and rvM>eT are all commonly graded according to 
standard samples. Sugar may also be graded by analysis. 

Goal may be sufficiently described by mention of the 
size of the screen and the name of the colliery whence it 
comes, whereas pig-iron and non-ferrous metals are graded 
by analysis or assay. Phosphates, nitrates and ores 
generally (which are not officially graded) are valued on 
the basis of an analyst’s report. 

Eggs are graded in some cases according to size, and in 
others according to colour. Bacon is commonly described 
by factory trade-mark or brand, and a grade referring to 
leanness or fatness. 

In the general interest of merchants and agents concerned 
in each trade, the qualities are usually standarized by a 
Grading Authority or Committee, or a local Association, In 
the case of North-Araerican Cotton, the types are fixed 
at each harvest in conformity with the American standards. 
Wheat from the U.S and Canada, and Bacon, Butter and 
Cheese from certain other countries arc graded according to 
quality and weight by government authorities at port of 
shipment, who give an Official Certiflcate. 

Possibility of Grading. — ^Though the country of origin 
is always of interest in describing foreign produce, further 
grading is not always necessary. There may be no assort- 
ment of qualities other than that resulting from the place 
of origin, as in the case of Esparto grass, coconut fibres and 
certain chemical produce. 

On the other hand, it is not possible to grade all produce. 
Tea and wine have to be tasted ; attempts have been 
made to grade tea, but without success. Tobacco, icool, and 
(usually) hides must be inspected in the bulk, as the quality 
may vary in each package or bale, and such things as 
raisins, curranls, nuls, etc., could not be valued without 
at any rate the use of samples. 
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Owing to the difficulty of determining qualities the 
kinds of produce mentioned in the last paragraph are not 
sold on the produce exchanges. As a general rule, com- 
modities which have to be sampled or viewed in bulk are 
sold (a) by auction, (6) by private treaty, or (c) if perishable, 
on the municipal or other public food markets. 


THE COAL TRADE. 

There are four kinds of intermediaries engaged in the dis- 
tribution of coal from the collieries to consumers : 

1. Retail Coal Merchants ; 

2. Coal Factors ; 

3. Bunkering Firms on the coast ; and 

4. Coal Exporters. 

It IS estimated that the London retail Coal Merchants obtain 
about two-thirds of their sujiplies direct from the collieries, the 
remaining third being purchased from coal factors, whose 
function may be compared with that of the wholesalers who 
supply the retail in other branches of trade. 

The Coal Merchant receives his supplies at a depot con- 
sisting of a railway siding or “ wharf,” provided by the railway 
company, who charge rent at a rate per square yard of storage 
space. The larger merchants, who have the means to commit 
themselves to take a considerable tonnage per month, purchase 
direct from the collieries by contract, thus getting an advantage 
in price. What they do not get by contract they buy at short 
notice from Coal Factors wdiom they meet on the exchange. 
The small merchants, on the other hand, are obliged to go to 
the factor for all their supplies. 

The larger Coal Merchants have their own railway waggons, 
clearly marked w^ith name and number to enable the railway 
officials to see that they are moved about as directed and 
returned to the proper siding. The maintenance of waggons 
IS undertaken by firms of Waggon Repairers who work by 
contract, say £7 per truck per annimi. Other Merchants and 
Factors hire waggons of Waggon Proprietors wdio let them out 
at a rate per truck per month, or the railway companies supply 
waggons for an extra charge. 

In London the wholesale trade centres on the Coal Exchange, 
many of the Coal Factors having their offices in the same 
building. There the factors meet colliery representatives and 
Coal Merchants. The function of the factor is to market the 
coalowner’s output, and his connections and capital are such 
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as to enable him to buy at favourable prices, and even to 
contract to take the whole of the output of certain mines, 
so that other people have to come to him for coal. In a 
word, the factor always has something to offer ; so retail 
merchants, manufacturers and gas works all find it to their 
advantage to come to him on occasion. 

{Market Report from daily press,) 

LONDON COAL EXCHANGE 
No Business on Offer 

There is no improvement in the trade and no business on offer 
Twent> -nine st-eainers with sea-bonu* eoal were entered on yesterday’s 
factors’ list During tiie \ieek 72cargo<*8 have arrived in the Thames 
Coal exports and shipping for foreign bunkers in February were 2,767,880 
tons, l)elng 801 ,tt(K) bms less tlian in Februar> 1 920 

The factor, like the retail merchant, invariably buys f.o.r. 
colliery, in his own or hired waggons. At one time factors 
used to have their ovn .siding, from which the loaded waggons 
were re-directed to destination as sales w^ero effected. Nowa- 
days they deliver straight from pit mouth to customer's yard, 
and, where the consignee is a wdiarfholder, it is usual for the 
factor to sell at an ex colliery price, leaving the buyer to pay 
the tolls 

The interests of the retailei's, factors and mine owners are 
represented by 

The Coal Merchants' Federation of Croat Britain ; 

The Coal Factors' Association ; and 

The Inland Colliery Owners' Association. 

The following analysis, though baseil on costs obtaimng in 
1921, and now’ out of date, show’s the items that go to make up 
the price of coal to the householder ; 


ANALYSIS OP THE WHOLESALE AND JIETAIL LONDON 
PRICES OF DERBY COAL 


Per t-on 

ToiAf. Cost at Depot » d 

Pit Price 33 .5 

Railway Freight 10 2 

Wharf Rent and Terndnal Charges - - 4 

Waggon Hire 2 0 

Factoragi* 4 

Retail Distribution (;harges 

Wages of Loadera and (’armcn - - - 4 10 

Cartage Expenses 3 0 

Establishnient Charges - - - - 3 4 

Loss on Smalls 7 

Directors’ and Proprietors’ Remuneration 

and Protit - - - - - 1 6 


4(1 3 


13 0 
60 
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The Gas Works obtain the bulk of their coal direct from the 
collieries by contract, and dispose of the Coke direct to house- 
holders and indiistrial firms, or through the local coal merchants. 
Coal factors also deal in coke, which they buy from the gas 
works and colliery companies that produce it. 

The Bunkering Finns and Exporters, who frequently do a 
factor’s business as well, are invariably direct buyers. 

Finally, the Mines, though under private ownership, are 
worked under a considerable amount of government regulation 
and inspection. The miners’ wages are fixed by the Board 
of Trade, after agreement with the labour representatives. 


Spot Business. — sale of goods ^hich are in a warehouse 
or at the docks ready for delivery is known as a “ spot ” 
sale, and the goods are said to be “ spot ’’ goods. 

“ To Arrive.” — ^Where goods are sold “ to arrive ” or 
“ off the coast,” it is understood that Jthey are already on 
the journey, and will be delivered on arrival. Necessarily 
the quality of^uch goods must be ascertained before arrival, 
either by “ type ” or by standard grade or description. 
It is not uncommon to find in the contract of sale referring 
to goods sold ‘‘ to arrive ” the expression “ tale quale,” 
which means that although the goods are warranted to be, 
at the time of the sale, in conformity with the sample or 
description submitted, the buyer takes the risk of any 
subsequent damage they may sustain on the voyage. 
Otherwise the seller guarantees sound delivery. 

The words tale quale are of the greatest significance in the 
case of grain — which may depreciate in value after inspection 
owing to “ heating ” — and produce (particularly deckloads) 
which have not been insured against damage. 

Cargoes are sometimes shipped to Europe without a 
fixed destination, in order to give the importer time to 
sell the goods afloat. The carrying vessel first puts in 
at an “ order port,” where the captain receives further 
instructions as to the port to which he is to proceed for 
unloading. 

M.T. 


2o 



402 TRADE, TRANSPORT AND FINANCE chap. 

Forward Delivery means delivery at some future time, 
e.y, one may buy March hem'p, December coffee^ May -June 
cotton y fibres for January shipment, coal for November 
loading, etc Contracts for forward delivery are usually 
made on c.i.f, terms. 


(Market Report from daily press,) 

FOREIGN AND COLONIAL PRODUCE 

SUGAR — The market was Ann in sympathy witli the advance in New 
York, and also a good trade demand It is rejxirt^'d tiiat the (hiban 
Sugar Commission has named the price of fijc cost and freight and f) lOc 
fob for Marcli- April shipment (’rvstallised West India sold at 
6l« 6d to 62« M landed terms duty paid 

COFFKE — Spot market (iiiiet at about late rat<*s Futures alow and 
easier March (piob'd 4r»« (\d , May, 4()« ‘M , July, 46« 9r/ ; 
September, 47« , December, 48.v €ul (wt 

RICE - Market inactive torwMrd, but spot lots contimn* in demand 
Bran afloat, £7 per ton Rangoon beans spot, £9 per ton sellers 

SPI("E — Peiiper market steady, quiet Fair black Singapore spot 
sold 4id , January-Mtrch, 

SHELLAC — Quiet market , T N spot quoted at 280» to 290s , 

Ma> 185s paid 

JUTE — There is still a moderate demand for spot parcels, but for 
the moment there is nothing doing in forw'ard positions Daisee No 2 
afloat Dumlee resold £28. 

HEMP - Manila steady but quiet , J grade Mareh-Mavquoted at C38 , 

K May-Jul> sold at £‘13 , and L ditto at £32 

INDIARUHBER — Quiet, steady Plantation Standard crepe 
spot and March sold at llfd , April Is 

COPRA — Quiet, steady To London, sun-dried Straits Jan -March 
sold at £29 1 , £29 .5* , Feb -April, £28 1.5« paid, March-Mav, 

£28 10# , April- June, £28 Ih Od 

OILS — Linseed Spot, 29* 6d , March-Apnl 28« Od , Mav-Aiig 28s. 
Cotton. Crude Egyptian spot 31« Rape Crude spot, 47« l*alm 
Softs March- April 33» , Lagos 34« 

OILSEEDS — Linseed Calcutta March-.Aprll £18, sellers; April- 
Mav, £17 JO/j , Rapeseed' Toria March-April £18, sellers Cott-on- 
seed Black Egyptian afloat £12 15» , stdlers , white, £11 1 '>* 

By contracting for the purchase of his raw materials 
well in advance of his requirements, the user or manufac- 
turer (e.g, the miller, cotton spinner or steel manufacurer) 
makes sure of his supplies, and is enabled in his turn to 
fix selling prices for the future delivery of his own products. 
Naturally he makes his purchases for forward delivery at a 
time when he considers prices to be relatively low — say, 
in the case of wheat or cotton, just after the harvest. 
If by the time he requires delivery of his material the 
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market spot ” price is higher than he contracted to pay 
when he made his bargain, he is better ofE than he would 
have been if he had bought “ from hand to mouth.” K, on 
the other hand, prices have fallen, he must still take delivery 
at the price he contracted to pay, but this does not neces- 
sarily mean that he is paying too dear for his material. 
Fluctuations in the prices of raw material are not usually 
reflected at once in the price of the manufactured product. 

Thus, when the retail draper stocks his shop with cotton 
goods for the summer season, he buys at prices which the 
wliolesaler has probably determined well beforehand, on the 
basis of contracts which he lumself has placed with weavers. 
The weaver in his turn maj'^ have contracted ahead with the 
spinner for the supply of his yarn. Tf such is the ceuse, a rise 
or fall in the price of raw cotton will doubtless affect future 
prices for cotton fabrics, but the present contracts have to 
be worked off as agreed. 

The farmer or producer sells forward with precisely the 
same intent, viz. to secure a regular outlet for his produce, 
and to make himself independent of market fluctuations. 

Wholesale grocers and provision merchants also buy 
forward, in order to make sure of their supplies at prices 
which will enable them to make a profit. On occasion a 
wholesaler may buy or sell speculatively, with a view to 
deriving a profit from price fluctuations. 


THE PROVISION TRADE. 

Most of the provision business centres round the Produce 
Exchanges at Bristol, Liverpool, Manchester and Glasgow, and 
the Home and Foreign Produce Exchange in London. Dealings on 
the London Exchange compiise Butter, Cheese, Bacon, Harris 
Lard and Eggs, 

These exchanges originated through the co-operation of 
dealers, who united through their trade associations to acquire 
the necessary premises and staff, and at the present time all 
the provision exchanges are constituted as limited companies. 
The exchanges are sufiported by their members, w’ho are 
elected, and pay entrance fees or take shares in the company, 
in addition to paying subscriptions, ^ 



404 TRADE, TRANSPORT AND FINANCE chap. 

The administration of the exchange is in all cases entrusteci 
to a Chairman and Governing Body, elected by the Members, 
and representative of all interests, viz. those of Retailers, 
Wholesalers, Importers and Agents. By the rules of the 
London exchange no member is allowed to serve for more 
than three consecutive years on the governing body, and the 
chairman can only remain in office for one year. 

The separate interests of each type of member are also 
served by subsidiary trade associations. 

Provisions are imported partly on a consignment basis by 
Agents representing foreign or colonial shippers, and pcM'tly 
by Import Mercliants, who buy outright of exporters on the 
other side and take the risk of the market. The principal 
buyers are the Wholesale Provision Merchants, but also some of 
the large Multiple Shop compames are members and buy on 
the exchange. 

The Provision Broker occupies a position of less importance 
than most produce brokers. Importers do not, as a rule, 
engage his services, but buyers may employ a broker in order 
to conceal their identity. The provision broker’s mam function 
IS to purchase for provincial wholesalers. 

Provisions are sold either (a) after inspection of the bulk 
at the wharf or warehouse, or (6) by description or grade. 
Thus Eggs from Denmark are graded as 15’s, 18’s, etc., where 
the weight per “long hundred” (120) is 15 lbs., 18 lbs., etc. 
Dutch eggs are graded according to colour : “all whites ” or 
“ all browns,” the retailers being left to sort out the sizes 
after purchase. Austraban and New Zealand Butter and 
Cheese are Ctovemment graded as to quality and weight, the 
official certificate given at port of shipment being deemed 
final eyidence m case of dispute. Sides of Bacon are graded 

according to Brand and Weight ; thus j Z | No 1 might mean 

Messrs. Z . ’s leanest, say 56/60 lbs. 

Importers commonly contract forward with their foreign 
and colonial exjiorters, and wholesalers do the same in dealing 
with importers and agents on the exchange. 

An important feature of the Home and Foreign Produce 
* Exchange in London is its system of Arbitration. Disputants 
are not yiennitted to appoint their own arbitrators. The 
members of the exchange elect annually a panel of arbitrators, 
whose decisions are guided by a set of rules based on trclde 
custom. Separate arbitrators are appointed to deal with each 
class of produce, and 6ach court of arbitration consists of 
three members, viz. two importers, agents or brokers, and one 
wholesaler. The arbitrators’ award is not final. Appeals are 
heard by the General Committee. 

Official Market Reports are compiled by Price Committees 
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representative of Buyers and Sellers, a separate committee 
being appointed to deal with each class of produce. The reports 
are exhibited in the exchange, and cox)ies are issued to members, 
to the trade and to the jiress. 

Forward Contracts and the merchant. — In the early 
days the merchant’s activities probably never got beyond 
what we now call ‘‘ spot ” transactions. The wealthy 
dealer bought food at the harvest, kept it in his store- 
houses, and distributed at a profit. 

As the means of transport and communication of intelli- 
gence became more rapid and dependable, the merchant 
ceased to limit his operations to selling from stock. By 
contracting for future delivery he was enabled to (a) save 
expense of storage, (6) buy when he liked, and (c) fix his 
own time for taking delivery and paying the price of his 
purchases. Moreover, byrecovering his capital more quickly, 
he was in a position to negotiate a larger tumoverf and 
even to extend his operations to other markets. Modern 
developments have not, however, made the merchant’s 
calling any more attractive. His business tends to become 
ever more complicated and risky, to yield a smaller marginof 
profit, and to require more knowledge and attention to 
detail than formerly. 

Speculation. — ^The word is derived from the Latin verb 
speculare, which meant “ to look at ” or “ contemplate,” 
and it may be used in our own tongue to denote the result 
of watching or contemplation. So in business parlance, the 
speculator is one who watches his opportunity to make an 
exceptional profit. 

The element of risk does not alone render a deal speculative, 
for a certain amount of risk is inseparable from any sort of 
project. The merchant, unlike the farmer or the manufacturer, 
derives liis income from the difference between the prices at 
which he buys and sells ; and inasmuch as he cannot control 
the market, his transactions may result in a loss, instead of a 
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profit, to himself. But if he knows his business, and renders a 
useful service in the collection or distribution of the produce 
he handles, he will be able, on the average, to obtain more 
money for his goods than they cost him. 

In the ordinary course of business, profit is earned by 
services rendered, and any transaction within the dealer’s 
province as producer, merchant, carrier, warehouseman, 
banker, insurer, or what not, may be termed legitimate 
buBinesB. On the other hand, a ‘‘ speculation ” is a deal 
to win a chance profit, by foreseeing and operating on the 
likelihood of price fluctuations. The prediction that results 
in a speculation is of course based on probabilities, for, 
though the optimist may regard his deal ats a “ sure thing,” 
W3 know that no future event is certain. If the operator 
has no reasoned motive for his action, the deal is not a 
speculation * it is a gamble. Most so-called ' speculation ” 
by private individuals in stocks and shares is sheer gambling. 

The earliest form of speculation consisted of hoarding 
food after a poor harvest in order to distribute it at famine 
prices. The retention of essential foods tufifs, by creating 
an artificial shortage, itself helps to enhance prices, 
and it is not surprising that the speculator has generally 
been regarded with hatred by the j^eople, and reproached 
with the dearth, where such existed, as if he had been the 
cause of it. 

The French law imposes severe penalties upon any ownei’s 
of grain, flour or other foodstuffs, wlio deliberately withhold 
their stocks from the market in order to exact unusually high 
prices, and this sort of legislation was freely resorted to m all 
European countries during the war of 1914-18. The anti- 
profiteenng Act of 1919 is an example. 

However immoral may be the action of speculators who 
exploit their country’s need for personal gam, it must be 
admitted that the extortion of high prices does serve as a 
rough-and-ready means of reducing consumption, and thereby 
eking out what little quantities may be available until the next 
harvest. In time of famine it is clearly the duty of the State 
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not only to control prices and punish profiteeis, but also to 
impose an equitable system of rationing.^ 

Seasonal and imported produce have always offered the 
greatest opportunity for speculation. Whereas the demand 
for foodstuffs and the raw materials of industry is incessant, 
the supply of most of Nature’s products is intermittent. 
It is the merchant’s business to relieve the farmer of 
his crop and secure him a certain return for it, to assure a 
regular supply of material to the user, and to undertake 
himself the risk of distribution. Enough has been said of 
the Produce Merchant to show the legitimacy of his func- 
tions ; yet the nature of his business necessarily involves 
him in speculation. 

Thus the merchant who m May buys wheat for delivery 
in September, does so because he considers the prospects 
for the coming harvest to be unfavourable, and anticipates 
a rise in the price of September wheat above the figure now 
asked by sellers. Perhaps by June the crop actually shows 
signs of giving a poor harvest, and the bad news has already 
resulted in a rise in prices. If this is so the merchant will 
have no difficulty in finding buyers for the wheat which 
he will receive in September, at a higher price than he will 
have to pay for it accordmg to the terms of his contract. 
If he sells at once (for September delivery, of course) his 
profit is assured ; on the other hand, if he has reason to 
predict a further rise, he will prefer to wait and complete 
his speculation at a later date. 

Conversely, the merchant who foresaw a plentiful harvest 
might sell in May a quantity of wheat for delivery in 
September, in the hope of being able to buy in an equal 
quantity of September wheat before he is called upon to 
deliver. In other words he sells “ short,” that is to say he 
engages to supply that which he has not yet in his possession. 

In the first case the merchant is speculating on a rise ; 
in the second he is speculating on fall in prices. Whichever 
way he goes to work, when, in September, both contracts 
have to be fulfilled, the merchant takes delivery from the 
♦seller and transfers his property in the goods to the buyer. 
If a broker has been employ^, the latter will probably 
^ See Principles and Practice of Busineasy p. 28. , 
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attend to the delivery of the merchandise, collect payment 
from the buyer, and pay the seller, remitting the merchant 
the difference, less expenses and brokerage. 

Speculative forward contracts fulfil an economic function 
by regulating the action of supply and demand, and bringing 
prices for all places and times of delivery to a natural level. 
In their own interests speculators secure early information 
of influences likely to affect the market, with the result that 
prices move quickly, and actually tend to encourage or 
retard production. Proper distribution of the colossal and 
spasmodic output of the world’s agricultural areas is an 
achievement which would not be possible without the co- 
operation of thousands of experts, whose duty and interest 
lie in directing supplies to those centres where demand, as 
reflected by ruling prices, is most attractive for the time 
being. 


THE IRON AND STEEL TRADE. 

Though there are some ironstone mines in this country, 
most Iron Ore is imported. It is mainly imported direct by 
the blast-furnace owners, but there are a number of mer- 
chants who serve as intermediaries for foreign ore. 

The distribution of Pig-Iron to the iron foundries is largely 
in the hands of Iron Merchants, who deal in the home product 
m addition to importing foreign pig-iron, and what are known 
as liillets for rolling into sheets. Many of the large steel works, 
however, have theu* own blast-furnaces, and produce manufac- 
tured iron and steel goods from the ore to the finished article. 

The method of grading pig-iron may be seen from the 
following list of Prices Current : — 

CLEVELAND. 




Home. 

Export. 

Foundry No 1 - 

- 

J25« 

130« 

„ No 3 - 

- 

]20«. 

125<». 

No. 4 forge 

> 

112« 6d. 

117« 6d 

Mottled .... 


112« 6d. 

117« 6d 

Hematite, m/nos. 

- 

j 1308. 

130«. 

76 to 80% Fcrro-inangane8e| 

Horn** 

Export 

- £16 
- £14X0«.j 

^ net loose. 

SCOTLAND. 






Local Trade. 

No. 1 G.M.B. 

. 

. . . 

160r. 

No 3 O M B 

. 

. . . 

145«. 

Hematite f o.t. ateeiworka - 

- 

- nominal 

156a. 
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Finished Iron and Steel is largely distributed through 
merchants who are stockholders, and perform the useful 
fimction of regulating the manufacturers’ output and holding 
supplies at the immediate disposal of consumers. The stock- 
holder takes a view of the market, and buys when he sees a 
favourable opportunity. There are also so-called “ brass- 
late ” merchants, who have no warehouses of their own, 
ut simply work from their offices and arrange business 
between producers and consumers without keeping a stock. 
Any goods they may happen to have on their hands are de- 
posited at one of the public warehouses. 

Finished iron and steel is classified for exchange dcalmg 
according to origin, quality and shape, e.g . : 

NORTH-EASt COAST. 

Local Trade 

( Crown bars - - £14 *08 Od 

Best bars - - - £1 5 0« Od 

Angles - - * £14 10» Od 

Tees - - - £15 0« Od 

Plates, i-in. 

Sieinen Billets, soft - - £10 Os Od 

SCOTLAND 
Local Trade. 

Trr.n /Ctownbars - - £14 

\Be8t „ - - - £15 

Clyde Area 

/"Angles - - - £13 10« 

I Joists - - - £13 108 

Steel Small rounds, flats, and 

I squares - £13 

^Sheets, i-in. - - £15 5« 

The Loudon Iron and Steel Exchange is held every Tuesday 
afternoon m the Great Hall of the Cannon Street Ho tel. ^ 
The members, who pay three gumefits entrance fee and a 
subscription of three guineas a year, consist of mine owners and 
contractors, foimders, plate makers, steel manufacturers, etc., 
merchants, importers and exporters, agents and metal brokers, 
and even steamship owners, who meet at the exchange to 
discuss ajid d;ransact their business. To facihtate business the 
floor space is divided into eight sections, viz. — (1) Ores, Pig- 
iron, Semi-finished Steel, Scrap Iron and Steel ; (2) Iron and 
Sti el Bars; (3) Steel Sheets etc.; (4) Structural Iron and 
Steel Work, Machine Tools and General Machinery ; (5) 
Railway Material : (6) Castings and Tubes ; (7) Hollow Ware, 
Hardware, Nails, Tools, etc, ; (8) Non-ferrous Metals. This 
arrangement enables hardware merchants, structural engineers, 
boiler makers, etc., to get more promptly in touch with the 
class of member they require. 

^ The London Timber Exchange is also held there. 


Sliipment. 

£14 

£15 

Shipment. 

£11 

£11 

£12 10 » 


Shipment. 
£14 08 Od 
£15 0« Od 
£14 108 Od 
£15 08 m 
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“ Futures ” is the name given to a standard form of 
contract for future delivery, the conditions of which, 
having been adopted by the mutual consent of dealers, are 
defined in the rules set down by the Exchange Committee. 
‘‘ Futures proper differ in no way from other forward 
contracts except in so far as their terms are standardized, 
the stipulations regarding quality, quantity (expressed in 
units of fixed amount), time and place of delivery, mode of 
payment, default, settlement of disputes by arbitration, 
etc., being stereotyped. The quality is determined by the 
same standards as are used for other contracts, but 
“ futures ” proper usually refer to but one grade. 

“ Futures ” are chiefly applied to the following commodi- 
ties : Coffee, Sugar, Rubber, Wheat, Maize, Rye, and Non-Ferrous 
Metals. There used to be “ futures ” in pig-iron (Cleveland 
No. 3). 

The object of the system — which does not exist on all 
produce exchanges — is to simplify dealings for future 
delivery, and thus to facilitate the inter-action of supply 
and demand In a word, it makes the market more liquid ” 
The terms of contract, being standardized, require no special 
investigation by intending buyers and sellers, and as the 
number of dealings thereby tends to increase, dealers are 
enabled to satisfy their requirements more readily than 
would be possible outside the nucleus of the market** 

Naturally such facilities encourage the operation of specu- 
lators, but they convenience the manufacturer too, by enabling 
him to follow closely the trend of the market, and sell out to 
buy again where he sees an opportunity of securing his supplies 
at better prices. Moreover, producers and users alike make 
use of futures for the purpose of “Hedging” (p. 430) against 
market fluctuations. 

The producer or importer who sells “ futures ” has no 
means of knowing whether the other party (usually repre- 
sented by a broker) intends actually to take delivery of 
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the goods himself, or to sell out again before the settle- 
ment. His contract may result in a long series of others, 
by which the right to the goods passes from operator to 
operator until the last buyer finally claims delivery at his 
own buying price, which may differ widely from that 
stipulated by the original seller. 

Settlement. — So long as future dealings do not assume 
great proportions, the settlement between original seller 
and final buyer may proceed without difficulty through all 
the intermediate parties. Just before prompt the 
original seller, who has goods to deliver, hands to his 
* immediate buyer a Tender offering delivery according to 
contract, and stating where the goods are warehoused. 
If the buyer, not wishing to take delivery himself, has sold 
for the same date, he endorses the Tender and passes it on 
to his own buyer. Each intervening party has nothing 
further to do but to endorse the Tender and pass it on, 
until the Tender eventually reaches an effective buyer (i e, 
a buyer who wishes to take delivery), who is thus enabled 
to get into direct touch with the original effective seller 
{i.e. the seller who has goods to deliver), and obtain from 
him a Warehouse Warrant in exchange for a cheque. Each 
intt'Tvening party pays his immediate seller and receives 
payment from his immediate buyer, the difference between 
the two amounts being a gain or a loss as the case may be. 

It may, and sometftnes does happen, where a person has 
bought and sold for the same settlement, that the very tender 
he issued as seller returns to him as buyer. In other w^ords 
the tender has completed a “ ring,” thus : — 

A tenders (say) 250 bags Produce to B . 

B .]i)asses tender to C 

O „ „ D 

D „ „ E 

E „ „ A 

In such a case no goods are delivered at all, but each 
operator gains or loses the difference between the prices at 
which he bought and sold. 
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In practice more “future” deals are settled by the pay- 
ment of diffetences in money than by actual delivery of goods. 

In most centres where “ futures ” are dealt in, the settle- 
ment is undertaken systematically in a SettUng Room attached 
to the exchange. A Contract or “ Clearing ” Account is 
opened for each dealer, in which the quantities bought are 
set off against the quantities sold, the balance being the 
quantity to be delivered to or by him. Thus : 


Messrs. H. Paul cf? Co. 
In account with 


Bougtit 
ou balance 
Tons 

NAME 

Sold 

on balance 
Tons 

25 

60 

Johnson . . . . . 

Kingsley ..... 

Langford 

Morrison ..... 

North - ..... 

Orchard ..... 

Paul ...... 

Qnerk 

Roberts ..... 

Samuel 

Thomas ..... 

25 

25 

— 

Sold.. Balance. . Bought 

25 



- 

75 


75 





On the day before each “ prompt,” sellers who have 
produce to deliver, and buyers who have to receive produce, 
submit to the exchange a list of the contracts falling due on 
that datof and each receives from the settling room his account 
as above, and a slip giving the name of the party to whom 
or from whom delivery is to be made. The Warehouse 
Warrants then pass privately. 

'KK ®bove is roughly the procedure followed on the London 
Metal Exchange, and is similar in principal, if not in detail, to 
the systems obtaimng on other exchanges. 
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On the London Metal Exchange dealers settle accounts 
with each other direct by cheque or in cash, but the settling 
rooms of some exchanges settle differences as well as 
deliveries. At Mincing Lane there is no settling room, but 

futures ’’ in coffee and rubber may be negotiated through 
the produce clearing house. 

If a buyer or seller should fail to fulfil his part of the bargain 
the other party is entitled to damages to the extent of his loss. 
Usually, by the rules of the exchange, the injured party has 
the right to “ buy in or sell out ” in the open market and charge 
the defaulter with any loss resulting from the difference 
between contract price and the price actually paid or realized. 
Or the rules may fix the damages at the difference between 
contract price and official spot price on settlement day. An 
immediate settlement may be demanded should one of the 
parties before prompt day suspend payments, or show other 
signs of his inability to fulfil his contract. 

It is naturally a matter of the greatest importance to 
dealers to guard against possible losses through dealing 
with insolvent parties. In some cases part security is 
required m the shape of a joint bank deposit ; whilst a 
condition of membership to most exchanges is that all 
dealers shall bring substantial security in cash and sureties. 


TRADE IN NON-FERROUS METALS. 

The Lopdon Metal Exchange is the property of a limited 
company, every shareholder m which must be a member of 
the Exchange. Members need not hold shares, but every 
member must pay an entrance fee of 600 guineas, and every 
member who wishes to deal on the exchange must provide 
surety amounting, at the discretion of the Directors, to 
from £5000 to £6000. Non-dealing members must not deal 
on the exchange, but they may attend and conclude their 
contracts outside. 

Only Copper, Tin, Lead, and Spelter (i.e. Zinc) are dealt in, 
and the quality of the produce is graded by analysis. Thus 
the best grade of tin (Banka tin) is 99*95% fine, whereas 
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a lower grade (Wing Hong & Co. No. 3) contains only 96’28% 
of pure tin, on the average. 

{Market Report from daily press,) 

METALS — The market for tin suffered a sharp decline In face of heavy 
selling pressure, though forwards closed above the lowest, with cash on 
balance £9, and forward £8 10« per ton easier since last Friday’s close 
Cash quoted £191 to £191 Ws ; three months, £196 to £190 10s 
Settlement price £191 Sales 600 tons; cash at £195 to £190 10s ; 
February dates, £197 to £194; three months, £195 to £200, then at 
£196. Copper in moderate support, but 20s down on balance as 
sellers were fairly well to the fore. Cash quoted £72 to £72 5s. ; three 
months, £71 15s to £72 Settlement price £72 Sales 700 tons , cash at 
£72 5s ; early March, £72 .5s to £71 5s , three months, £71 10s , 
Electros, £80 to £82 Lead lower Sales 700 tons , January to April 
at £23 ,5s Spelter weaker Sales 400 tons , January, £24 12s 6d , 
February, £25 March, £25 10s per ton Quicksilver, £12 1.5s per bottle 

Contracts may be made for special brands, or “ standards ” 
containeci m the official hats, or any metal of good merchant- 
able quality (O.M.Q.), approved by the Exchange Committee. 

The forms of contract for “ Futures refer to “ standard ” 
metal, consisting of any of the Brands and Descriptions 
contained in the Official T.<ist, which may be seen on apjdication 
to the Secretary of the Exchange. The basis of quality is 
expressed as a percentage of fine metal contained in the 
produce. (In the case of Copper, the basis is Refined Copper 
assaying not less than 99% and not more than 99.3^/(„ witVi 
105. per ton more if the assay exceeds 99 or £1 per ton 
more if ^t exceeds 99 8^o, a rebate being allowed for Rough 
Copjier. Metal of less than the minimum fineness stated m 
the rules of the contract is not valid tender, and Certificates 
of Assay or Quality by experts, analysts or assay ers approved 
by the Committee must be attached to all warrants except 
those for Standard metal. Warrants for standard metal are 
valid tender without certificates, but buyers need only pay a 
sum on account, the balance to be paid on production of the cer- 
tificate, and subject to the buyer’s right of rejection should the 
certificate subsequently prove that the metal is not valid tender. 

The minimum units for “ futures ” are 5 tons Tin, 26 tons 
Copper, 25 tons I^ad, or 50 tons Spelter. The metal is 
tendered by means of warrants issued by the piiblic ware- 
houses in London, Liverpool. Birkenhead, Swansea, Port 
Talbot, Birmingham, or Newcastle-on-Tyne, the names of 
which appear on the Official List of the (^ommittee. 


Produce Clearing Houses do the work of a settling room, 
and at the same time provide security to dealers by guaran- 
teeing their contracts. The Clearing House guarantees to 
both buyer and seller the fulfilment, in accordance with its 
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regulations, of every contract which has been registered in 
its books. 

The first produce clearing-house was instituted at Havre in 
1882 for future dealings in coffee, and in the same year another 
was founded at New York. In 1887 others sprang up in 
Hamburg, Paris, Antwerp, and in 1888 in London, Mar- 
seilles, Amsterdam, and Rotterdam. The number has much 
increased since then. 

The documents reproduced on the following pages should 
be carefully studied, as they are those used by a produce 
clearing house ^ on one of our most important markets. 

By the rules of most produce desiring houses, no contract 
can be registered unless presented by a broker who is a 
member of the Clearing House (0 H ) To secure registra- 
tion a casli deposit must be paid to the C H , amounting 
to say £100 per unit of say 250 bags Coffee ^ or five tons 
Rubber.^ Each party then receives an official Contract 
Note and (Certificate of Guarantee. Naturally the clearing 
house company makes a profit by charging fees. 

The Buyer's Contract Note reproduced on pp. 416-8 is that 
received by a buyer of 8antos coffee who deals through 
a clearing house broker It is printed in duplicate, the 
two parts being separated by a perforated line, and each 
part containing exactly the same conditions as the other, 
on front and back. The broker signs both parts, hands 
one to the buyer, and delivers the other, after signature 
by the buyer, to the clearing house company 

The Sefler’s Contract Note is identical in every respect to 
the note received by the buyer, except in so far as it refers 
to a sale instead of a purchase, and therefore contains the 
words “ sold ” and “ seller where the words “ bought ” 
and “ buyer ” occur on the buyer’s note. 

^The name of the company is not the XYZ Produce 
Clearing House, Limited. 

® Basis ; Good Santos. 

® Basis : Hevea Braziliensis, No, 1 Crepe. 
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BUYER’S CONTRACT 
{Conditions 


THIS PART TO BE T^EPT WITH THE BUYER. 


CONTRACT. 


Bought for 


London,.. 


192.., 


Bags Santos Coffee (Basis good). 

(Every 250 Bags equal to about 290 cwt. net.) 

Delivery 192.... 

Price per cwt. net, less 1 % Discount. 

Subject to the Regulations and Conditions of The XYZ 
Produce Clearing-House, Limited, for Santos Coffee 
future delivery business. 

This Contract shall be forthwith registered with The XYZ 
Produce Clearing-House, Limited, and subject to its Regula- 
tions the Clearing-House guarantees to both buyer and seller the 
fulfilment in accordance therewith of any contract which has been 
registered in its books. In consideration of such registration and 
guarantee, the buyer and seller respectively agree with each 
other and with the Clearing-House, and subject to its Regula- 
tions, to accept by way of novation such other sellers and buyers 
respectively (if any) as the Clearing-House may from time to 
time appoint for the sale or purchase of the Coffee mentioned in 
this Contract. • 


Brokerage. 


Broker. 

See over. 


Arbitration. 

Every difference or dispute arising out of this Contract shall be 
referred to Arbitration in accordance with § 17 of the Company's 
Regulations. 
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NOTE (FOR COFFEE), 
on Back,) 

Counterpart from 

To 

ipro&ucc (IIeadn0*»1bou6e, 

LiMincD. 

COPY OF CONTRACT. 


Bought for 


London,, 


192.... 


Bags Santos Oo^ee (Basis good). 

(Every 260 B^igs equal to about 290 cwt. net.) 


Delivery 192.... 

Price per cwt. net, less 1 % Discount. 


Subject to the Regulations and Conditions of The XYZ 
Pboduce Clearing-House, Limited, for Santos Coffee 
future deUvery business. 

This Contract shall be forthwith registered with The XYZ 
Produce Clearing-House, Limited, and subject to its Regula- 
tions the Clearing-House guarantees to both buyer and seller the 
fulfilment in accordance therewith of any contract which has been 
registered in its books. In consideration of such registration and 
guarantee, the buyer and seller respectively agree with each 
other and with the Clearing-House, and subject to its Regula- 
tions, to accept by way of novation such other sellers and buyers 
respectively (if any) as the Clearing-House may from time to 
time appomt for the sale or purchase of the Coffee mentioned in 
this Contra<!t. 

Brokerage 

Broker. 

Confirmed Buyer, 

Reg. No 

Arbitration. 

Every difference or dispute arising out of this Contract shall be 
referred to Arbitration in accordance with § 17 of the Company’s 
Regulations. 

M.T. 


2d 


THIS PART TO BE DELIVERED AT THE COMl O] 
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CONDITIONS ON BACK OF CONTRACT. 

SANTOS COFFEE. 

(The XYZ Produce Clearing House, Ltd., is here 
called “ The Company.”) 

No Contract is registered except for contracting parties 
being members of the Company and residing m the United 
Kingdom. 

No Contract is registered unless presented by an authorized 
Coffee Broker. 

The Certificate of Guarantee is the only proof issued by the 
Company of a Contract having been registered. 

As long as there is no Certificate of Guarantee issued the 
registration must not be deemed to be complete. 

Certificates of Guarantee are not endorsable and/or trans- 
ferable. 

The Company is only responsible to the parties in whose 
name the Contracts have been registered. 
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CERTIFICATE OF GUARANTEE TO BUYER. 

CERTIFICATE OF GUARANTEE. 

For Buyer. 

THE XYZ PRODUCE CLEARING-HOUSE LIMITED. 

Subject to the Regulations, Conditions and Bye-Laws, guaran- 
tee to you the fulfOment by the Seller of the Contract, 
No. for the Delivery of 

250 Bags Santos Coffee (Basis “ good ”) 

Equal to about 290 cwt. net. 

Delivery : 19.... Brokerage %. 

Price ; d. per cwt. net with 1 % Discount. 

London, 

Manager. Sub -Manager. 


SELLER’S TENDER TO C.H. 


Regd. No.. 

TENDER. 

To The XYZ Peoouce Clearing-House, Limited, 

hereby tender in fulfilment of Contract, 

as per attached Certificate of Guarantee, No 

260 Bags Santos Coffee ; 

Marks : Certificate of Quality No 

For Delivery 192... 

Warehoused at 

London, 192.... 
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C.H. TENDER TO BUYER. 


Due 

Probucc Cleaving louse, |timiteb. 

TENDER FOR 
260 Bags Santos Coffee, 

as per Copy of Certificate of Quality No hereto 

attached. 

Final day of Weighing Delivery, 192... 


Tendered to Contract*No 

o’clock ...m. London, 192..^ 

The XYZ Produce Clearing-House, Limited, 
Manager. ^ 

Returned to XYZ Produce Clearing-House, Limited, 
o’clock ...m. London, 192... 


Tendered to Contract No 

o’clock ...m. London, 192... 


The XYZ Produce Clearing-House, Limited, 

Manager, g 

Returned to XYZ Produce Clearing-House, Limited, 
o’clock ...m. London 192... 


Tendered to Contract No 

o’clock ...m. London, 192... 

The XYZ Produce Clearing-House, Limited, 

Manager. 

Returned to XYZ Produce Clearing-House, Limited, 
o’clock ...m. London, 192... 


Tendered to Contract No 

o’clock ...m. London 192... 

The XYZ Produce Clearing-House, Limited, 

Manager. * ^ 

Returned to XYZ Produce Clearing-House, Limited, 
o’clock ...m. London, 192... 
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STATEMENT OF ACCOUNT. 

THE XYZ PRODUCE CLEARING-HOUSE, LIMITED. 
FINAL SETTLEMENT 

for 


Bags Santos Coffee. 

Delivery, 192.... Cr. 


itract. 

Price 

Net Amount 
& 8. d 

Brokerage. 

% & 8. d 

Contract 
No. Price 

Net Amount. 

£ 8. d. 

Brokerage. 

% £ «. d. 

£ 

£ 




£ 


1 

! 


i 

j 

i 

j 


£ 



— 


_ 


j 







Difference 

Interest to 192 

days at % p ann. 

Brokerage 






Balance in favour 



London, 192 . . 


Having bought or sold, the speculative dealer will 
probably cover his contract before “ prompt.” He thus 
finds himself with two contracts and two certificates of 
guarantee, in one of which he is named as buyer and in the 
other as seller. In other words he has become a middle 
party between two others. Such middle party surrenders 
to the C. H. his two certificates of guarantee, and 
thereupon ceases to be under any liability to receive or 
deliver produce, and his deposit, being no longer necessary, 
may be returned to him, and he can already settle with the 
clearing house the difference between the value gf his two 
contracts, less discount up to the date of prompt. 

A CertULoate of Ouaxanteo as shown on p. 419 is delivered 
to every buyer and seller, signed by the manager and sub- 
manager of the C.H., as proof that the contract has been 
registered. 
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The middle party’s immediate buyer and seller respec- 
tively are deemed to contract with each other, agreeing, 
however, to accept by way of novation such other sellers 
or buyers respectively as me C.H. may appoint. 

Within the time specified by the rules of the C.H. the 
seller who has goods to deliver tenders them to the C.H. by 
means of the SeUer’a Tender shown on p. 419. 

The buyer who is to receive the goods receives a tender 
from the C.H. (Tender to buyer. Fig. 420). After receipt of 
the tender the buyer is not obliged actually to take delivery. 
He may sell again through the C.H., either the whole of the 
quantity or a part, at any time up to the moment specified 
for delivery. For each quantity so sold the holder of the 
tender fills in one of the slips numbered 1, 2, 3 or 4, and 
returns it to the C.H. to show that the quantity deliverable 
to him is reduced to that extent. 

The form of statement of Account sent to each operator 
at the final settlement is shown on p. 421. 

An account is opened with every member of firm doing 
business with the C.H., and the amount standing to the 
credit of such account may be appropriated to meet 
deposits and margins due to the C.H. Interest is allowed 
on credit balances, including deposits and margins, and is 
settled at the end of every quarter. 


THE CORN TRADE. 

Exchange dealing.s probably play a more important part 
in the distribution of grain than in any other branch of trade. 
Wheat and (on the Continent) Rye are the most essential of 
foodstuffs, and whereas the harvest is reaped but once a year, 
the manufacture of flour must never cease. 

Almost every port receives grain cargoes, and the trade at 
each importing centre is regulated by a local com trade aeeocia- 
tion. Tlie Baltic and Mark Lane exchanges in London have 
been already referred to. 
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The quality of wheat is determined by the country of origin 
and a system of grading based on various characteristics, of 
wliich gravity (expressed in lbs. per bushel) is usually the 
most important. A perfect classification of gram is, however, 
difficult to arrange, and buyers also frequently take samples 
of each consignment. The contracts usually contain the 
stipulation “ F.A.Q.,” which means that the wheat is warranted 
to be of “ ffidr average quality ” in accordance with standard. 
Home grown wheat is sold by sample on the Mark Lane and 
provincial exchanges, but the buyer is allowed three days in 
which to inspect the bulk, and confirm or reject if not up to 
sample. 

Australian^ Indian and Argentinian wheats are graded here 
in conjunction with shippers on the other side ; but the 
North American grades are certified by the U.S. and Canadian 
governments, as already stated. U.S. wheat is divided into 
four grades. 

Futures in wheat and maize were introduced in London by 
the London Produce Clearing House, but were discontinued. 
Future dealings m American wheat refer to produce not 
mfenor to No, 1 Northern Spring (Duluth Certificate), of 
gravity not less than 60 lbs. per bushel and containing not 
more than 3% chaff. The unit of quantity is one cental 
(100 lbs.). 


(Market report from daily pre^^.) 

THE BALTIC. 

WHEAT — Unchanged at official rates , 87« paid Australian 
afloat Leith, 92« paid No 1 Northern Manitoba ex-store London, 

758 paid Manchurian afloat London. 

MAIZE — Cargoes easier , 568 sellers La Plata steamer loadjnf;, 438. 
sellers La Plata steamer April-May, 398 sellers La Plata steamer 
May- June, 638 sellers Galatz Foxanian Bassarabian expected due out. 
Parcels — Plate firm, .518 M to 528 M La Plata Jan -Feb , 448 6rf. 
sellers mixed American afloat, 428 9rf paid mixed American Feb -March 
538 paid La Plata afloat, 528 6d paid La Plata shipping shipped 

BARLEY neglected A cargo of superior Californian Feb -March 
is offered at 498. 

OATfcLopened steady, closed firm ; 258 6d. to 268. paid River Plate 
f a q -March, 258. 3d. to 25s 6d ditto March- April, 278. 3d. to 
278 9d ditto Jan.-Feb 208. 6d ditto afloat 

Future dealings in Cereals are provided for on the corn ex- 
changes of Liverpool, Chicago, Rotterdam, Amsterdam, Pans, 
Marseilles and Budapest, but futures proi)er in cereals are 
forbidden in Germany. 


Bolling and Bearing are terms used in connection with 
speculative dealings in “ futures,” stock exchange securities, 
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foreign bills or anything else that may lend itself to suoh 
transactions. 

The “ Bull is a speculator who buys forward with a 
view of selling again at a profit before the settlement. 

The “ Bear ” seUs forward in the hope that before the 
settlement he will be able to fulfil his obligation to deliver 
the goods or securities at a cheaper price than that at which 
he has contracted to deliver, and make a profit on the 
difference. 

It is possible for speculators to create an artificial move> 
ment in prices by uniting to buy or sell suddenly a parti- 
cular commodity or security in such quantities as to drain 
or flood the market. Bulls co-operating to monopolise 
supplies are said to create a comer, whereas concerted 
action on the part of Bears to “ bang the market ” by 
selling so persistently as to cause prices to drop, is known 
as a bear rig. If the bulls know what is happening, thev 
will quietly take all the bears offer, and then demand hign 
prices before the settlement. Then arises what is called 
a bear squeeze ; the bears, obliged to fulfil their contracts, 

rush to cover.” 


THE COTTON TRADE. 


The Liverpool Cotton Exchange is the largest market for raw 
cotton m the world, and is the only market for cotton “ futures ” 
m this country. Dealings also take place at the Manchester 
Royal Exchange which is the pnncipal world market for yam 
and cotton fabrics. , 

Situated as it is in the heart of the textile industry, and 
in direct steamboat communication with all countries, the 
Liverpool market receives supphes from America, Egypt, 
Brazil, Peru, India and all other cotton producing areas. 

American cotton is graded by the Liverpool cotton brokers, 
in uniformity with the American standards, as follows : — 


Ordinary 

G.O. Good ordinary. 
F.G.O. Fully good ordinary. 
L.M. Low middling. 
F.L.M. Fully low middling. 


Mid. Middling. 

F. M. Fully middling. 

G. M. Good middling. 
F.G.M. Fully good middling. 
M.F. Mid fair. 
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The other classes of cotton are graded in a similar manner^ 
but in fewer grades. 

{Market Report from daily press,) 

COTTON. 

LIVERPOOL, Oct. 14 — Spot American in small demand, and quota- 
tions 15 points lower. Brazilians 15 points lower. Egyptian quiet, 
rates of “ Fine *' and “ Extra Fine ** of Brown 100 points lower ; other 
grades of Brown 50 points down East Indian reduced 15 points. 
Peruvian : Quotations of Smooth 16 points higher on the week. 


Middling American 

8 27d 

F G. Oomra 

- 6 76d. 

Egypt, F.G F. Sakellarides 

16 50d 

Fine Oomra 

- 7 OOd. 

F. Femam - 

8 62d 

Good B^gal 

- 4 75d. 

Good Broach 

7 65d 

F G Beflgal 

- 6.26d. 

F.G. Broach 

7 90d 

Fine Bengal 

- 5 50d. 

Fine Broach 

8 15d 

F G F. Tinnivelly 

• 8 40d. 

Good Oomra 

6.25d. 

Good Tinmvelly - 

- 8 65d. 


Yesterday’s imports • American, 11,600 bales ; East Indian, 1,000 ; 
total, 12,600. Sales comprise American, 3,750 , Egyptian, 50 , East 
Indian, 200 , total, 4,000. 


AMERICAN FUTURES —In sympathy with the decline in New 
York values opened 10 to 13 points lower, and during the morning the 
market ruled quietly steady, though the mid-day quotations were again 
a little easier, being marked 12 to 15 points under Thursday night The 
decline progressed in the afternoon owing to continued selling pressure, 
but near the close a sharp recovery resulted from heavy straddle buying 
and bear covering on forecast/S of colder weather in Texas 
Closing of futures, American, tendency quiet 


Feb. 

8 50 

June - 

• 8 81 

Oct 

- 9 07 

March 

8 57 

July - 

- 8 95 

Nov. • 

- 9 09 

April 

8.63 

August • 

- 8 99 

Dec 

- 9 11 

May 

8,77 

Sept. - 

- 9 04 

Jan. 

- 9 13 


Egyptian basis, F.G F. Sakellarides — Feb 13.80 ; Mar., 13 30 ; 
April, 13.35 ; May, 13.40 ; June, 13 45 , July, 13.45 , Aug. 13 50 ; 
Sept., 13.56 ; Oct., 13.60 ; Nov 13.60. 


Future contracts are confined to one grade (“ Mid.” for 
American and F.G.F.” for Egyptian cotton), and are ex- 
pressed in units of 100 bales. Prices are quoted in pence and 
hundredths of a penny per lb. 

Non-members, not being admitted to the Exchange, must 
employ brokers to deal for them, so that each transaction 
requires the services of a buying broker and a selling broker. 
For this feason a good deal of business takes place outside 
the Exchange, and spinners sometimes contract direct with 
American sliippers or their agents in order to avoid paying 
double brokerage. Cotton brokers act not only m a re- 
presentative capacity ; they also deal on their own behalf. 

American Cotton , — The planters are in most cases small 
holders, cultivating very little each. They are largely negroes. 

As the cotton is picked, it is sent to the ginneries, where it 
is “ ginned,” i,e, the lint is separated from the seeds, and 
the dirt and impurities are removed. The hnt is then loosely 
packed into what is known as the “ big bale,” to facihtate 
its removal to powerful baling presses to be compressed further 
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for economy in transport. Samples are taken, and the bales 
weighed under official auperviaion — a custom introduced for the 
protection of the farmer. The samples are submitted to Local 
Factors, who buy of the farmers outright, at an agreed contract 
price per grade, and pay cash on delivery. 

Contracts are often made long before the crops are ready, 
by which means the planter is rwieved of the anxiety of being 
able to sell at a satisfactory price ; for the factor must stand 
to his contract, and if prices declme afterwards he loses, not 
the planter. 

The factors often finance the planters by advancing them 
money on the security of their coming crops, and not infre- 
quently exploit the borrower’s inability to repay as stipulated 
by agreeing to accept payment in cotton, at an unfavourable 
price. The local dealer in implements, fertilizers, etc., and the 
landowner, not to mention the ubiquitous moneylender, have 
been found to take a similar advantage ; but such things are 
not only seen on the cotton fields. 

The factor disposes of his purchases to 

(а) an Inland Merchant, or 

(б) a Merchant Shipper, or 

(c) the agent of a Liverpool Importer. 

The American inland and shipping merchants alike supply 
American Spinners, and since in the ordinary course of business 
they buy before they sell, they are exposed to the risk (as the 
factors were but on a larger scale) that when they come to sell 
the market price may have declined to less than the figure 
at which they bought. They frequently protect themselves 
against this risk by an operation known on the cotton exchanges 
as “ hedging.” (See p. 430.) 

American Shippers export to Liverpool either on consign- 
ment or against firm orders ; in other words, Liverpool 
Importers may act as commission agents or as merchants. 
But quite a number of American shippers have established 
agencies in Liverpool in order to get into direct contact with 
buyers here ; on the other hand many Liverpool import 
merchants have their own buying agents at the U.S. southern 
ports. 

Straddles. — A “straddle” is a speculation on the gaps 
between prices for “ futures ” deliverable at different periods, 
or on the gaps between the prices of different grades of 
produce. 

A glance at the cotton report on p. 425 will show that 
“ future ** piices for near dates may differ considerably 
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from those for dutant dates. These gaps, like all other 
price movements, are due to causes of which dealers are 
more or less cognisant, and they provide opportunity for 
speciilation. 

Suppose that in February a dealer 

Buys 100 b/s cotton for April at say 8.63d. per lb. and 
Sells 100 „ * „ August at say 8.99d. per lb. 

It is immaterial to him whether prices as a whole move 
up or down ; but if subsequently the gap between the 
quotations for April and August cotton becomes less, he 
can make a profit by reversing his deal, thus : He 

Sells 100 b/s cotton for April at say 8.20 
[or perhaps 9.20.] and 
Buys 100 b/s cotton for August at say 8.33 
[or perhaps 9.33], 

Whereas the gap was 36 points, it is now only 13 points, 
which means that he has made a profit of 0.23d. on every 
lb. of the 100 bales bought and sold. In other words 

(if prices as a whole have fallen as above) 

He has bought at 8.63 to sell at 8.20 - losing 0.43d. per lb. 
and has sold at 8.99 to cover at 8.33 • gaining 0.66d. „ 

Therefore he gains on the straddle 0.23d. „ 

or (if the prices as a whole have risen as above) 

he sells at 9.20 - gaining 67 points, and 

buys at 9.33 - losing 34 „ 

Resultant gain 23 „ on each lb. 

It will be evidrat that under other conditions and market 

tendencies the speculator would alter his tactics, e.g. by 
first selling near and buying distant futures. 

Options. — ^An “ option ** is the right to ratify or cancel 
within a specified time a contract, the conditions of which 
are determined at the time the option is given. 

The grantor of the option receives remuneration in the 
shape of a premium (say a round sum of 205. per ** unit *’) 
without which his undertaking to keep the contract open 
would be of no legal effect. The option and the contract 
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of sale are distinct agreements, each of which requires 
separate consideration. 

An option to buy from the merchant or broker granting 
it is known as a can option, whereas an option to seu 
is called a “ put option. A ‘‘ double ” or “ Put and CaU ” 
option, for which in most cases double premium is charged, 
gives the grantee the right to sell or buy as agreed within 
the period specified. 

The Economic Effect of Speculation in Futures.” — 

Whatever may be sTOculators* motives in regard to dealings 
in “ futures,” the latter offer undoubted advantages to 
genuine trade and industry. 

The introduction of futures ” naturally results in 
a considerable extension of the market, whereby as a rule 
every intending buyer or seller may find some one willing 
to meet his requirements at market price. It is immaterial 
to either party whether the other is effective buyer or seller, 
or merely a speculator ; the main thing is that on the 
“ futures ” market he can immediately relieve himself of 
the anxiety of finding a supplier or a customer as the case 
may be. If the other party does not wish actually to re- 
ceive or deliver goods in execution of the contract, he must 
and can easily find another buyer or seller to take his place. 

It is also claimed for futures,” that where the number 
of speculators is great, violent fiuctuations in price, which 
might prove disastrous to the producer or consumer, if 
they were in direct contact, is likely to be distributed over 
a numbeiiof different dealers. 

Moreover, the constant coimteraction of bulls and bears 
tends to keep prices to a true economic level, for by merely 
gambling in commodities, without regard to the actual 
state of the market, dealers would risk having to cover 
their obligations at great sacrifice when prices rebounded 
to their natural level. “Thus, by persistent short” 
selling, the bears may succeed in depressing prices, but 
they have to cover their obligations sooner or later by 
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buying exactly the same quantity as they have sold. Only 
the importer and producer, who bring actual supplies on 
to the market, are able to effect a permanent reduction in 
prices — ^which is just what they do not want to do. 

Hedging* — One great advantage which bona fide traders 
and manufacturers may secure from “ futures ” is the 
opportunity which they provide for “Hedging” against 
fluctuations in prices. The “ hedge ” differs from other 
forms of speculation in that its object is not to make 
profit, but to insure against a loss. 

So, for example, the merchant importer of wheat or 
cotton, having made purchases in the country of origin 
(through his agents or otherwise) at a certain price, depends 
upon realizing at least sufficient from the sale c.i.f . of each 
shipment to cover the cost, plus freight, insurances, charges, 
and a margin for profit. If prices fail before he has sold, 
all his trouble may result in a loss. But since a drop m prices 
would be favourable to a “ bear ” speculation, the merchant 
may insure against such a contingency by selling “ futures ” 
on the least sign of a drop. Now, if prices decline sub- 
stantially, what he loses on the sale of his own arrivals he 
will win back again on the “ futures.” 

Similarly, the miller or cotton spinner may (a) contract 
forward for his supplies, or (6) prefer to wait his own time 
and buy just what he wants in the spot market. If he 
chooses the latter course he can nevertheless insure against 
a rise in prices by buying “ futures.” Then if prices rise 
he will win on the “ futures ” what he may have to lose 
from having to pay dearly for his supplies. 

ni-Effects. — ^Idke all good things, dealings in “ futures ” are 
capable of being used and abused. The opportunity they 
offer for all sorts of people to dabble in business whose only 
reality consists of the differences they will pay to or receive 
from the brokers they employ. This attracts a number of 
outsiders, whose influence is to produce erratic movements 
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rather than to stabilise prices. An effective “comer,” 
backed by sufficiently large financial interests, may bring 
about a long period of high prices, but a complete monopoly 
is difficult to manoeuvre. On more than one occasion a 
comer in cotton at New Tfork has resulted in the shipment 
of American cotton from Liverpool back to the United 
States. 

The most disastrous effect of ‘‘ bearing ” is not the 
temporary depression of prices, but the tendency it has 
to bring about a formidable rise in prices when the bears 
seek to cover their obligations. Bearing is always a much 
more dangerous form of speculation than bulling, for the 
bear has to cover his obligation, whatever it may cost him, 
and it is possible for bears to go on selling merrily and 
rejoicing at the continued decline in prices, not knowing 
that they have already sold more than will be available for 
purchase by the settlement. Speculators are usually well- 
informed ; but their calculations may be upset by sudden 
disaster to the crops through hail or blight. 


Exercise 15. 

1. Give a short account of the origin of (a) exchange 
dealings and (h) sales by auction. 

2, What kinds of goods are sold by auction, and why ? 

(S.A.tpc.II.) 

8. Whaf sort of business is transacted on the exchanges, 
and why ? Name some noted exchanges. 

4. (a) Mention three commodities usually sold by standard, 

and three commodities usually sold by sample. Can you 
suggest any reason why some commodities are customarily 
sold by standard and others by sample ? (S.A.tpc.III.) 

(b) What other methods exist for detennining the quality 
of goods ? Give examples. 

5. Explain “ Spot,” “ To arrive,” “ tale quale,” “ order 
port.” 
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6. Describe the organization of any wholesale market, 

(Mention the provision marked.) (U.E.I.tpc.IntO 

7. What is meant by a contract for “ forward delivery ” ? 
Show how such contracts may benefit (a) producers, (6) 
intermediaries and (c) consumers. 

8. Distinguish between (a) legitimate business, (b) specu- 
lation and (o) gambling. Give examples. 

9. Do you consider the speculative forward contracts servo 
any useful economic function, apart from yielding profit to 
in^viduals ? 

10. What are “ futures ” ? State arguments for and against 
the State suppression or control of speculation in ** futures.** 

11. What is a Produce Clearing House ? Describe its 
advantages by comparison with conditions where no such 
organization exists. 

12. Write what you know about the distribution of Cereals. 


13. 


9 9 

99 

Cotton. 

14. 


99 

99 

Coal. 

15. 

tt 

99 

99 

Metals. 


16. Explain (a) Bulling, (b) Bearing, (c) Options. 

17. Give an example of a “ straddle ’* speculation. 

18. Sometimes a manufacturer, or a trader, will deal in 

** futures ** €ts a “ hedge.’* Give an example of this, and show 
how it operates. (S.A.tpc.III.) 

19. Compose a letter, as from a cotton broker in Liverpool 
to a correspondent in New Orleans, giving details of the 
arrival of American cotton in Liverpool and the consequent 
fall in prices. Advise him to make large purchases in view of 
the probable revival of business in the near future. 

(U.L.C.e. and o.c.4.) 

20. Most commodities pass through many hllnds before 
reaching the ultimate consumer, but attempts at more direct 
trading are not always successful. Why is this ? (S.A.tpc.II.) 

21. Certain commodities are customarily quoted “ Spot,” 

and also for three months ahead. What is the object of this 
double price, and how does it differ from the double price on the 
Stock Exchange ? (S.A.tpc.ni.) 

22. What are the principles on which a Clearing House is 

worked ? Apart from banks, what trades, industries and 
occupations use clearing houses 7 (S.A.tpc.lI.) 
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Latin Expressions. 

Ad lib. ad libitum 

at pleasure. 

ad vcd. 

ad valorem 

at (on) the value. 

a,m. 

ante meridiem 

before noon. 

B.Sc. 

bona fide 

baccaiaureua acientice 

with good faith, 
bachelor of science. 

CantaJb. 

Cantabrigienaia 

of Cambridge. 

cap.f c. 

caput 

chapter. 

cent* 

centum 

a hundred. 

cf. 

confer 

compare. 

circ,f dr. 

circa, circum 

about. 

con. 

contra 

against. 

d. 

denariua ; denarii 

penny ; pence, 
doctor of divinity. 

D.D. 

divinitatia doctor 

e.g. 

exempli gratia 

for the sake of example. 

et cd. 

et alibi 

and elsewhere. 

etc. 

et alii {alice) 
et caeteri (caeterce. 

and others. 

and the rest, and so 

et aeq., aq,, aqq. 
ib.f ibid. 

caetera) 

et aequentea {aequcntia) 

forth. 

and the following. 

ibidem 

in the same place. 

id. 

idem 

the same. 

i.e. # 

id eat 

that is. 

in trana. 

in tranaitu 

in transit. 

lb. 

libra ; libra 

pound ; pounds (weight)^ 

LL.B. 

legum baccaiaureua 

bachelor of laws. 

LL.D. 

legum doctor 

doctor of laws. 

£ a. d. 

libra ; aolidi ; denarii 

pounds ; shillings ; 

M.D. 

medicince doctor 

p©rM30« 

doctor of medicine. 

mem.t memo. 

memorandum, memo- 
randa 
ncta bene 

things to be remembered.^ 

N.B. 

note well. 
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nem. con. 

nemine contradicente 

nem. diaa. 

nemine diaaentiente 

No. 

numero 

Oxon, 

Oxonia 

per an. 

per annum 

per cent. 

per centum 

per pro. 9 p.p. 

per procurationem 

PkU.D. 

phihlogice doctor 

Ph.D. 

phUoaophioB doctor 

p.m. 

poat meridiem 
primafade 
pro forma 

pro tern. 

pro tempore 

prox. 

proximo 

P.S. 

1 

1 

q.v. 

quod vide 

re 

in re 

Ud. qual. 

talia qualia 

(often written “ tale quale ” 

vJU. 

ultimo 

U.8, 

ut supra 

V. 

versus 

viz. 

videlicet 


no one staking against^ 
no one dissenting, 
nmnber. 

Oxford. 

yearly. 

by the hundred, 
by procuration, 
doctor of philology, 
doctor of philosophy, 
after noon 
at the first look, 
for form. 

for the time being, 
next ; of the next month, 
written after ; postscript, 
which see. 
in the matter of. 
such as they are ; just as 
they come. 

last ; of the last month. 

as above. 

against. 

namely ; to wit. 


Terms used in Invoices and Accounts. 


a/c 

accoimt. 

A/C 

accoimt current. 

€unt. 

amount. 

A/S 

account sales. 

@ 

at 

B/ (B/s) 

bag(s) or bale(s). 

B/S 

balance sheet 

Bis. 

bales. 

Bx(s) 

box(es). 

bush. 

bushel(8). 

b/d 

brought down. 

b/f 

brought forward. 

C/(C/s) 

C8lSe(8). 

c/d 

carried down. 

cli 

carried forward. 

C.O.D. 

cash on delivery. 

C.W.O. 

cash with order. 

C.A. 

Chartered accoun- 


tant. 

Com. 

commission. 

Con. 

contra. 


Cr. 

credit ; creditor. 

C/N 

credit note. 

cwt. 

hundredweight. 

D/N 

debit note. 

Dr. 

debit ; debtor. 

D/y 

delivery. 

dis. 

discount. 

do. 

ditto. 

E.E. 

errors excepted. 

E. & O.E. 

errors and omi 
sions excepted. 

fwd. 

forward. 

hhd. 

hogshead. 

0/ 

/o 

per cent. 

°/ 

loo 

per mille ; per 
thousand. 

P/C 

prices current. 

Pci. 

parcel. 

Pcs. 

pieces. 

Pd. 

paid. 

Pkgs. 

packages. 
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.0. 

Post Office ; postal 

Regd. 

registered. 

* 

order. 

retd. 

returned. 

.p. 

parcel post. 

Rly. 

railway. 

/ecd. 

received. 

wt. 

weight. 

ect. 

receipt. 

yd. 

yard 

ef. 

reference. 



Terms 

relating to Banking. 



cc. 

acceptance. 

M.O. 

monev order. 

[ft. 

affidavit. 

m/s 

months after sight. 

/s 

after sight. 

N.A. 

no advice. 

;.B. 

bill book. 

N.a. 

non-acceptance. 

;/C 

bills for collection. 

n/e 

no effects. 

;.D. 

bills discounted. 

n/f 

no funds. 

i/Dft. 

bank draft. 

N/N 

not to be noted. 

>/E (Bs/E) bill(s) of exchange. 

N/O 

no orders. 

»k. 

bank ; book. 

N.P. 

Notary Public. 

1.0. 

branch office. 

N/S 

not sufficient. 

i.P.B. 

bank post bill. 

P/N 

promissory note. 

.H. 

Clearing House. 

R/D 

refer to drawer. 

>/D 

demand draft. 

R.O. 

receiving order. 

Id 

days after date. 

O.R. 

Official jfleceiver. 

ft. 

draft. 

T.M.O. 

telegraphic money 

)IR^ 

deposit receipt. 


order. 

[.0. 

head office. 

T.T. 

telegraphic trans- 

/A 

joint account. 


fer. 

i/d 

months after date. 



Terms relating to Transport and Insurance. 

.a.r. 

against all risks. 

T)/W 

dock warrant. 

/or 

and or. 

Entd. 

entered. 

PT. 

* arrival. 

Exd. 

examined. 

l/L (Bs/L) bill(s) of lading. 

F/P 

fire policy. 

‘/P 

charter-party. 

f.g.a. 

foreign general 

.R. 

c&rier’s risk. 


average. 

.p.d. 

charterers pay dues. 

f.a.a. 

free of all average. 

.&D. 

collection and de- 

f.c. & s. 

free of capture and 


livery. 


seizure. 

.0. 

continuation 

F.L.N. 

following landing 


clause. 


numbers. 

)bk. 

drawback. 

G/A 

general average. 

/w 

deadweight. 

Insce. 

insurance. 

)/o 

delivery order. 

L.O. 

label clause. 

)/C 

deviation clause. 

M/C 

marginal clause. 


2e2 


M.T. 
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M/R 

mate’s receipt, 
owner’s risk. 

S/N 

shipping note. 

O.R, 

S. to S. 

station to stations 

P/A 

particular average. 

s.p.d. 

steamer pays dues. 

P.PJ. 

policy proof of in- 

88,, S.S. 

steamship. 


terest. 

s/y 

steam yacht. 

R.I, 

re-insurance. 

U/w 

underwriter. 

R.D.C. 

running-down 

W.O.B. 

washed overboard. 

8. 

clause, 
sailmg ship. 

w/w 

warehouse warrant. 

Terms 

relating to Foreign Trade. 


A/S 

account sales. 

f.a.q. 

fair average quality. 

c.f.i, or 

cost, insurance and 

f.a.s. 

free alongside ship. 

c.i.f. 

freight. 

f.o.r. 

free on rail. 

c.f. 

cost and freight. 

f.o.s. 

free on ship. 

eg- 

centigramme. 

f.o.t. 

free on truck. 

cm. 

centimetre. 

hi. 

hectolitre(8). 

D/A 

documents against 
acceptance. 

H.M.C. 

His Majesty’s Cus- 
toms. 

D/P 

documents against 

kg- 

kilogramme(s). 


payment. 

km. 

kilometre(8). 

L/C 

letter of credit. 

M/I 

marginal mterest. 

£E 

Egyptian pound(s). 

m. 

metre(s). 

£T 

Turkish pound(s). 

n/m 

not marked. 

Terms relatSt^'lblP^iance. 


Back 

Backwardation. 

I.R.O. 

Inland Revenue 

B.TP. 

Bills payable. 


Office. 

B.R. 

Bills receivable. 

Iss. 

Issue. 

C.B. 

cash book. 

L/A 

letter of authority. 

C/m 

call of more. 

L.S. 

Latin : loom sigelli 

Consols 

Consolidated An- 
nuities. 


= the place of 
the secfl. 

cum diy. 

with dividend. 

P/A 

power of attorney. 

Cy. 

currency. 

Shr. 

sharpy 

ex cp. 

without coupon. 

x.c. 

ex coupon. 

ex div. 

without dividend. 

x.d. 

ex dividend. 

ex in. 

without interest. 

X in. 

ex interest. 

ex new 

without the right to 
take new shares. 

X. n. 

ex new. 
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A. 

Absorption, 22. 

‘Acceptance credits, 118, 296. 
Acceptances on a/c of cus- 
tomers, 102, 306. 

Account, current, 309. 
dealings, 46, 62. 
sales, 360, 361, 383. 

Active partner, 5. 

Adjustment of average, 231. 

Ad valorem duties, 240. 
Advances, against documents, 
303. 

by banks, 104. 

Advice note (shipping), 273. 
Affreightment, 204, 213, 227. 
a.a.r., 233. 

Agency, 316. 

Allotment, 65. 

Amalgamation, 22. 

American bookkeeping, 77. 
Amortisation, 76. 

Application, 65. 

Arbitrage, 151, 164. 

Articles, ^ association, 15. 

of partnership, 5. 

Auction, catalogues, 375-6, 
384-6, 387-8. 
sales, 372, 386, 394. 

Auditor’s certificate, 76, 

Average clause, 79. 

B. 

Backwardation, 48. 

Bailee, 163. 
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Balance, of trade, 161. 
sheet, 70-77. 

Baltic Exchange, 396, 422. 

Bank, balance sheets, 96-99. 
bills, 103. 

Charter Act, 90, 94. 
definition of, 83. 
drafts, 292. 

Banker's acceptance, 306. 

Bankers’ deposit rate, 102. 

Banking, after 1844, 94. 
facihties at home and 
abroad, 110, 112. 
in England before 1844, 87. 
origin of, 84. 

Bank, of England, 86, 
reserve, 94. 
return, 91. 

B-estriction Act, 88. 
rate, 132. 

Banks’ monthly statements, 
96. 

Banks, services of, 100. 

Banque^ de placement, 112. 
de spiculation, 112. 

Bargain book, 45. 

Bearer, securities, 36. 
warrants, 37. 

Bearmg, 423. 

Bill Brokers, 125. 

Bill of Lading, 204. 

indemnity for clean, 213. 
indemnity for lost, 211. 
and policy, 227. 
preparation of, 212. 

Bill of Sight, 267. 
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Bills in a set, 307. 

Bonded warehouses, 267. 
Bond (Customs), 263. 

Bonds, 29. 

Bounties, 243. 

British, export trade, 313. 
Govt, securities, 29. 
imports, 346. 

Brokerage, 379. 

Broker’s bought note, 377. 
Brokers, and factors, 389. 
Lloyd’s, 223. 
ship, 208. 

Broker’s sold note, 366. 
Bulling, 423. 

Bullion market, 129, 146. 
Bunker coal certificate, 250. 
Bureau Veritas, 223. 

Buying a business, 65. 
Buying-in and selling -out , 50. 

C. 

Cable routes, 338. 

Call money, 108. 

Canal traffic, 160, 170, 197. 
Capital, and revenue, 63. 

issue of, 64, 101. 

Captam’s protest, 246. 

Cargo, liners, 202. 

sheet, 211. 

Carriage a/c, 183. 

Carrier’s hen, 168. 

Carry-over, 47. 

Cartell, 20. 

Cash, against documents, 294. 

dealings, 46. 

Cereals, 422. 

Certificate, to commence busi- 
ness, 16. 

of incorporation, 16. 
of origm, 276. 
of survey, 268. 

Certification of transfer, 36. 
Chambers of commerce, 314. 
Charter, party, 214. 

traffic, 213. 

Cipher telegrams, 340. 


Claims against carriers, 166, 
168. 

Classification (railway), 175. 
Clauses in bills, 307. 
Clearance, inwards, 246. 
label, 260. 
outwards, 260. 

Clearing, bills, 161. 

houses, 119, 174, 414. 
Closing dates, 202. 

Coal, 399. 

exchange, 396. 

Coasting steamers, 161, 204. 
Code language, 339. 
Commerce, 2. 

Commercial, Corporation of 
London, Ltd., 113. 
sale rooms, 386. 
Commission, agent, 318, 361. 
stockbroker’s, 45. 
underwnter’s, 66. 
Community of interests, 22. 
Companies, 10, 172. 

Acts, 13. 

results of their formation, 1 8. 
Competition and coalition, 19. 
Consignment Note, 180. 
Consignments, 316, 360. 
Constitution of the firm, 3. 
Constructive, industries, 2. 

total loss, 229. 

Consular invoice, 278. 
Contango, 47. 

Continuation note, 48. 
Contract notes, 45, 366, 377. 

stamp duty, 46. 
Co-operative insurance, 220. 
Corn, 422. 

exchange, 396. 

Corporate body, 11, 108. 

C. & f., 320. 

C.i.f., 320. 

Cotton, 424. 

Coupons, 37, 101. 

Cover Note, 226. 

Credits, 294-298. 

Crew, engagement of, 260. 

“ Cum ” and “ ox,” 49. 
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Currency notes, 140. 

Custody of valuables, 102, 106. 

Custom House, 243. 

D. 

Dead freight, 216. 

Dear and cheap money, 132. 

Debentures, 30. 

Deckload certificate, 246. 

Declaration, of origin, 276. 
of options, 49. 

Deed, of partnership, 6. 
of transfer, 35. 

Default, 378. 

Deferred shares, 32. 

Del credere, 316. 

Delivery, 378. 
book, 208. 
order, 210, 271. 

Demurrage, 216. 

Department of Overseas 
Trade, 313. 

Depot system, 159. 

Direct, services, 2. 
trading, 335, 346, 362. 

Discount, houses, 1 26. 
and money rates, 130. 
securities issued at, 39, 66. 

Dispatch money, 215. 

Dock, dues, 266. 
warrant, 271. 

Documentary, drafts, 299. 
credits, 294. 

Documents, against accept- 
ance, 303. 

agamst payment, 299. 

Dormant ^rtner, 5. 

Double, insurance, 237. 
account system, 77. 

Draft, 301, *305, 364. 

Drawback, 262. 

Dumping, 241, 242. 

E. 

Early delivery, 378. 

Emergency Rules, 52. 

Enclosures, 327. 


Enterprise, 66i 
Entrepreneur, 3. 

Entry, and clearance of cargo, 
252. 

and clearance of ships, 244. 
Escrow, 101. 

Exchange, clause (bills), 307. 
banks, 288. 
brokers, 126. 

• Exchanges, 396, 397. 

Excise, 260, 

Export, credits, 294. 
houses, 317. 
prices, 319-320. 
transaction, 328-335. 

Ex warehouse, 320. 

F. 

Face value, 39. 

Fairs, 370. 

Fidehty guarantee, 78. 
Finance, 82. 
banks, 112. 

• bills, 162. 
committee, 69. 

• Financial, crisis, 94, 139. 

return, 69. 

Finanzierungshank, 112. 

Firm, 4. 

Firm orders, 361. 

Floaters, 38, 126. 

Floatmg policy, 79, 236. 
Foreign, agency, 315. 
buyer’s U.K. office, 316. 
cheque, 291. 

exchange market, 129, 143, 
287. 

interests in companies, 10. 
manufacturers, 348. 
telegrams, 337. 

Forfeited shares, 65, 71. 
Forms of business units, 3. 
Forward, exchange contracts, 
162. 

delive^, 402, 406. 
Foi’warding and shipping 
agents, 161, 166, 274, 308. 
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G. 

General, average, 230. 
ships, 202. 

Gilt-^ged securities, 38. 
Givers-on, 48. 

Gold point, 146. 

Goldsmiths, 85. 

Goodwill, 68. 

Grading, 397-8, 404, 408, 414, 
425. 

Green fruit, 387. 
Qruiidungshank, 112. 

H. 

Hammer prices, 51. 

Haute haiique, 112. 

Hedging, 430. 

Hides, 373. 

Home and Foreign Produce 
Exchange, 396, 403. 

Hop Exchange, 396. 
Hypothecation, 272, 304. 

I. 

Imxiort, credits, 296. 
and ‘Export List, 254. 
transaction, 352-361. 
Importer and the markets, 
366. 

Imports, sale of, 371. 

Income tax, 38. 
Incorporation, 14. 

Indents, 323, 331. 

Industry, 1. 

InOation of bank credit, 137, 
Inquiries and quotations, 322, 
328-330. 

Inscribed securities, 33. 

Inside brokers, 52. 

Insurance, 77, 219. 
broker, 223. 
development of, 221. 
of railway traffic, 191. 
receipt, 274. 

against redemption at par, 
40. 

slip, 224, 226* 


Interest, bills, 305. 

and dividend, 30. 

Interim balance sheets, 77. 
Intermediaries, 391. 
Investment m bills, 162. 
Invoices, 326, 334, 380, 382. 
Iron and Steel, 408. 

Issue of capital, 64, 101. 

J. 

Jobber’s turn, 44. 

Joint and several liability, 4. 

K. 

Kartell. 20. 

“ Kites,” 103. 
Ko7nma7irJilengesellschaft, 9. 

L. 

Land Carriers Act, 164, 
Landing, 254. 
account, 269. 
book, 268. 
order, 256. 

Lay days, 215. 

Letter, of credit, 290. 
of regret, 66. 
of renunciation, 68. 

Lien, 106, 168. 

Lighterage, 212. 

Limited, liability, 13. 

partnership, 7. 

Liquidator, 11. 

Liverpool Produce^ lilxchange, 
396. 

Lloyd’s, 222. 

Loaded van scale, 193. 
Loading, 211. 

Loans, to corporate bodies, 
108. 

security for, 105. 

Local carrier, 168. 

Loco price, 320. 

Lombard Street, 129. 
Lombards, 85, 
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London, as a banking centre, 
117. 

banking system, 119-126. 
Iron and Steel Exchange, 
409. 

parity, 164. 

Stock Exchange, 28, 40. 
Wool Exchange, 380, 388. 
Lot, account, 270. 
money, 379. 

M. 

Made in Germany, 349. 

Mail packets, 201. 
Management shares, 32. 
Manifest, 208, 250. 
Manufacturing industries, 2. 
Margin (foreign bills), 304. 
Marine insurance, 221-237. 
Market, discount rate, 131. 
utility of, 371. 
value, 39. 

Markets, kinds of, 370. 
Marking, 44. 

Master’s Declaration and 
Stores Content, 247. 
Mate’s receipt, 209. 

Meetings of shareholders, 12. 
Memorandimi, of association, 
14. 

of charge, 106. 

(Lloyd’s policy), 231. 
Merchandise Marks Act, 349. 
Merchant Sluppmg Act, 165. 
Metal Exchange, 396, 413. 
Mmcing^Lane, 396. 

Minimum subscription, 16. 
Ministry of Transport, 195. 
Mint par of exchange, 145, 
290. 

Mixed consignments, 190. 
Money, market, 128. 

rates, 130. 

Moneylender, 82. 

Moneys, British and foreign, 
281-287. 

Moratorium, 140. 


Mortgage, 107. 
debenture, 30. 

Most-favoured-Nation clause, 
277. 

Motor ships, 201. 

Mutual office, 220. 

N. 

I Name ticket, 45. 

' National Debt, 26. 

Net price, 327. 

Nominal partner, 5. 

Nominal value, 39. 
Non-ferrous metals, 413. 
North African produce, 363. 
Notaries, 108. 

O. 

Official List (Customs), 254. 
Oil ships, 201. 

One man company, 1 6. 

Open, credit, 293. 
draft, 303. 
pohcy, 235. 

Options, 48, 428. 

Ordinary, partner, 5. 
shares, 32. 

Orgamzation of North African 
produce trade, 365. 
Ostensible partner, 6. 

Outside brokers, 62. 

Outward dues, 250. 

Over-due market, 237. 
Owner's risk note, 166. 

P. 

Par, of exchange, 145, 290. 
issue of securities at, 39, 66. 
redemption at, 40. 

Parcel Post, 169. 

Parity prices, 64. 

Particular, average, 229. 

charges, 230. 

Partnership, 4. 

Passenger train, goods and 
parcels by, 192. 
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Pawnbroking, 86. 

Petroleum fuel, 201, 

Plain language, 339. 

Ple^e, 106. 

Policy, assignment of, 233. 
claims imder, 234. 
and contract of affreight- 
ment, 227. 
floating, 79, 235. 
marine, 226, 356. 

Port, of London, 266. 
rate, 266. 
services, 268. 

Posted at Lloyd’s, 229. 

Post Office, remittances by; 
288. 

Savings Bank, 114. 
Preference shares, 32. 
Preliminary expenses, 66, 71. 
Preiniiun, securities issued at, 
39, 66. 

Prevention of Dumping, 241. 
Primitive markets, 370. 
Principal and agent, 351. 
Private, company, 19. 
failures, 51. 

negotiation of bills, 309. 

R. 

Radius agreement, 58. 
Railway, and Canal Traffic 
Act, 165, 173. 

Clearing House, 174. 
Commissioners, 173-4. 
competition, 194. 
rates, fixation of, 179. 
rates, how to check. 

Rates Tribunal, 196. 
transport, 160, 170-197. 
Railways, Act, 195. 

Govt, control of, 194. 
grouping of, 196. 

Rate book, 158, 187. 

Bates of exchange, 144, 148, 
• 289, 355. 

Rebates, 207. 

Redemption at par, 40. 


Registered securities, 34^ 
Registration of Business 
Names Act, 10. 
Re-insurance, 237. 

R. & C. a, 233. 

Report and balance sheet, 12. 
ship’s, 244. 
and valuation, 357. 

Reserve prices, 357, 378. 
Revenue return, 136. 

Road traffic, 159. 

Rotation number, 244. 

Royal, Charter, 13. 

Exchange, 129. 


Safe custody, 102, 105. 

Safeguarding of Industries 
Act, 241. 

Sailing, cards, 203. 
ships, 201. 

Sale, by auction, 373. 
rooms, 386. 

Salvage, 231. 

Sampler, 268. 

Sampling order, 381. 

Sans protet, 308. 

Sa\Tng banks, 113. 

Scrip, 37. 

Security for loans, 105. 

Sellers’ associations, 20. 

Settlement, 411. 

Settling room, 46. 

Share, certificate, 34. 
and loan capital, 17. 
transfer fee, 35. ^ 

warrant, 37. 

Ship, broker, 208. 
canals, 171. 

Shipment, 211, 272, 324. 

Shipowner’s liability, 165. 

Shipping, bill, 263. 
book, 211. 

British, 200. 
conferences, 207. 
documents, 294. 
instructions, 325. 
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Shipping, note, 209, 211. 

order, 324, 323. 

Ship's register, 246. 

Shortfall draft, 351. 

Short interest, 236. 

Sight, and long rates, 147. 

draft, 301. 

Site, choice of, 61. 

Silent partner, 6. 

Sinking fund, 76. 

Sleeping partner, 6. 

Small parcels rate, 189. 

Sole selling rights, 315. 

South Sea Company, 27. 
Specie points, 146. 
Specification, 250, 260, 353, 
373. 

Specific duties, 240. 
Speculation, 405, 429, 430.^ 
banks, 112. 

Spot business, 401. 

Stamp duty (marine policy), 
227. 

Standing orders, 101. 
Statutory companies, 172. 
Stock, 32. 

Stockbroking, origin of, 25. 
Stock, exchanges, 25, 40, 53. 
receipt, 33. 

and share markets, 129, 
153. 

Straddles, 427. 

Subrogation, 229. 

Surrendered shares, 65. 
Syndicates, 21. 

T. 

Table A, 15. 

Takers-in, 48. 

Tally, 208. 

Tape prices, 143. 

Taring, 379. 

Telegraphic codes, 339-342. 
Temporary Regulations, 51. 
Tender, 411, 420. 

Timber Exchange, 396, 409. 
Time charters, 215. 


To arrive, 401. 

Tonnage, shortage of, 216. 
Total loss, 228. 

Trade, bills, 103. 
marks, 58. 

Tramp steamers, 202. 
Tramways, 159. 

Transfer,, agency, 55. 

of securities, 33. 

Transfers, 293. 

Transhipment, 264. 

Transport, and the trader, 
157. 

methods of, 158. 

Travellers and agents, 314. 
Travellers’ effects, 259. 
Treasury Bills and Bonds, 29, 
136, 138. 

Trust banks, 113. 

Trustee, savmgs banks, 113. 

stocks, 38. 

Trusts, 20. 

U. 

Uncalled capital, 65, 66. 
Underwriters, 66, 220. 
Unloading, 208. 

Unpacking, etc. (Customs), 
260. 

Unproductive labour, 2. 
Usury, 82. 

Utility, 1. 

V. 

Value, 1. 

Valuation of a business, 56. 
Victualling, 250. 

W. 

Wager policy, 236*. 
Warehouse, receipt, 270.* 
warrant, 271. 

Warrant (Share) to bearer, 37 
Warranties (insurance), 227 
232. 
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Wttys «iid means, 69. 
advances, 136. 

“ ' i, 379. 

f aeoount, 

T^nanmger, 208, 358. 

f.A.7^2. 

Without reserve, 378. 


W.P.A.. aO 

Wool, 380. 


Y. 

field, 39. 

York-Aiitwerp rules, 231. 
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